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Automobile production in Great Brit- 
ain may be seriously curtailed due to a 
‘shortage of sheet steel. New British mills 
are not yet in production. Because of 
American demand, United States ship- 
ments of steel to Britain have been 
feduced. An Australian mill that was 
expected to supply British manufacturers 
é hampered by lack of fuel. The produc- 
fion of automobiles in 1947 may drop 
by a third. 
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- If sufficient equipment can be ob- 
tained, Poland will export 21,500,000 
fons of coal this year out of a total pro- 
duction that may reach 50,000,000 tons. 
Of the Polish coal exports, 30 per cent 
gre to go to Russia, 27 per cent to 
Sweden, 3 per cent to Norway, 2% per 
recent to Denmark and 1% per cent to 
Wugoslavia. Lack of port ‘facilities at 
Gdynia and Gdansk (Danzig) is slowing 
up shipments. 
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The Russian Government is to become 
the 80 per cent owner of the Petrosani 
hhard-coal mines in Transylvania. An 
agreement now is being worked out in 
Moscow under which the Soviet Govern- 

ent will receive Hungary's 80 per cent 
hare of the coal-producing area instead 
of reparations. The property is valued 
at more than $75,000,000. Romania 
owns the other 20 per cent. 
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Canadian industry has lost about 18 
times as many workdays this year as a 
result of strikes as it did during a simi- 
lar period in 1945. During the first eight 
months of this year, 3.411.833 man 
workdays were lost through labor dis- 
putes. During the same period in 1945, 
strikes cost only 169,330 man workdays. 
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Bicycle parts and hops now constitute 
the principal exports from the U. S. zone 
in Germany. More than $4,000,000 
worth of hops, grown principally in 
Bavaria, have been exported to Belgium, 
Denmark and the United States. Den- 
mark has purchased $80,000 worth -of 
bicycle parts from Bavaria. 
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Under a new one-year trade treaty, 
France will send Turkey textiles, glass- 
Ware, scientific instruments, electrical 
equipment, agricultural implements, 
chemicals and wines. Turkey is to export 
to France chrome, antimony and copper 
ores, as well as tanning extracts, hides, 
dried fruits, carpets and tobacco. 





The largest railway shops in Europe 
now are being built near Timisoara in 
Romania. These shops will be equipped 
to repair 1,500 railway cars and 500 
locomotives each month and will be able 
to service railway rolling stock for the 
entire Balkan area. 
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A conference of international tourist 
organizations is being held in London 
this month. Invitations have been sent 
to the official tourist organizations of 50 
countries. The principal objective of the 
conference is to organize a world-wide 
effort to remove regulations and restric- 
tions on travel. 
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France is to import $1,594,000,000 


worth of goods in the next nine months. | 
Most of the imports will consist of in- | 


dustrial equipment from the U.S. Coal 


will rank second and food imports third. | 
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New currency regulations in Austria 
require all persons who have resided in 
the country more than three months to 
register financial holdings with the Aus- 
trian National Bank. The regulations ap- 
ply only to holdings of currency, gold 
shares, or notes on firms in countries 
other than Austria. 
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All payments for goods and services 
in China must be made in Chinese cur- 
rency. This new regulation of the Cen- 
tral Bank of China applies to payments 
for rents, fees and insurance premiums as 
well as other expenditures. Exemptions 
are granted only by special authoriza- 
tion of the Chinese Government. 
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Food imports into Germany for the 
United States zone alone may amount to 
as much as $125,000,000 this year. Al- 
though German crops in the zone are 10 
per cent better than last year, produc- 
tion still is 15 per cent below normal 
capacity. The food being imported is 
needed to keep the standard of diet 
above the level that causes disease and 
unrest. 
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Russia is to spend approximately 
$50,000,000 in the next five years trans- 
forming Lithuania from an agricultural 
to an industrial state. The Soviet Gov- 
ernment plans to devote about $10,000,- 
000 to the development of railways and 
to use the remainder for the expansion 
of industry. 








| 


= 





DA Pressure Control 
NOTE THE FEATURES 


MERCURY SWITCH 


Hermetically sealed mercury switch is used. 
They cannot be affected by dust, dirt or 
corrosion; nor are they-subject to open arc- 
ing, oxidation, pitting or sticking of contacts, 
all common causes of contact trouble. This 
switch will give better control service and 
longer control life. 


BOURDON TUBE 

(Hidden back of cover) 
The Bourdon tube is the actuating element 
of the control. It is the oldest known, tried 
and proven element, having been used in 
gauges for many years. 
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OUTSIDE ADJUSTMENT 


The outside double adjustment with the 
calibrated dial and pointers is a convenient 
feature, making it very easy to set the re- 
quired operating range, plainly visible on the 
dial. All guesswork is eliminated. 
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GLASS FACE 


The glass face on the cover permits seeing 
the entire operation of the control in plain 
view. One can always tell whether the switch 
circuit is open or closed, a great convenience 
whenever servicing becomes necessary. 











if you have a contro! problem involving the automatic 
control of pressure, temperature, liquid level, mechan- 
ical operations, etc., it will pay you to consult 
Mercoid's engineering staff—always at your service. 


THE ASSURANCE 


BUILT IN EVERY 


MERCOID 
CONTROL 


Write for Mercoid Catalog No. 600. 
It contains a lot of control information 


205 EAST 42nd ST., NEW YORK 17, 3137 NM. BROAD ST., PHRA. 32, 


THE MERCOID CORPORATION 


4203 BELMONT AVE. ¢ CHICAGO, ILL. 
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The Kodachrome cover photograph of Gen. George C. Marshall, 
President Truman’s special envoy in China, was made especially for 
World Report in Nanking. It is the first color photograph (you'll note 
General Marshall is wearing civilian clothes) of the wartime Chief of 
Staff of the U. S. Army since he left retirement and his Virginia farm 
to mediate in the undeclared war between the Nationalists and Com- 
munists. On page 5 we give you an informative dispatch analyzing 
what's beneafh the surface in the confused and rapidly changing Chi- 
nese situation. 
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You'll probably remember, that the covers of previous issues of 
World Report carried similar exclusive Kodachrome photographs of 
Generalissimo Chiang Kai-shek, chief of China’s Nationalist Govern- 
ment, and Gen. Chou En-lai, the Chinese Communist negotiator. And 
last week our cover Kodachrome of President Perén of Argentina also 
was made especially for World Report. 


The report from China—as well as extremely interesting and fact- 
filled articles on the critical situation in the Mediterranean (page 8), 
what peace negotiations and reductions in reparations are to cost 
American business (page 10), and the great housing shortage in other 
countries in the world (page 14)—are based largely on exclusive radio 
dispatches from World Report's own correspondents in the principal 
capitals of the world. Supplementing their information, however, we 
have the full telegraphic reports of the Associated Press, the United 
Press, and the Chicago Daily News Foreign Service. Their hundreds of 
correspondents, assigned to virtually every important city in the world, 
provide a 24-hour-a-day flow of news into our office, enabling us to 
keep up to the minute on even minor details of any changing inter- 
national event. Through our own correspondents and these great news 
services, World Report is able to survey all the news of the world and 
present to you an analysis of the most important aspects of interna- 
tional political, financial and economic affairs. 
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Secretary of State Byrnes stated the position of the United States on 
important international problems in an address to the American Club 
in Paris on the eve of the end of the Conference. To give you his own 
words, we publish the full text of the address on page 43. In keeping 
with World Report's policy of publishing the most significant docu- 
mentary papers dealing with international affairs from week to week. 
we also publish the full transcript of Senator Vandenberg’s statement 
on the dynamite-laden Danubian question, and the address of Eugene 
Meyer, President of the World Bank, at the first annual meeting in 
Washington of the Board of Governors of the Bank. 


‘The Editors of “World Report” 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of October 15, 1946 
Volume 1, No. 22 


It still isn't possible to predict with certainty the results at Paris. 
It_all depends on Russia. It depends on whether the Russians feel that they 
are assured of what they really want out of Eastern Europe and are ready to 
trade for additional concessions. Molotov had to go to Stalin for an answer. 
Deal over Trieste, as Russia wants it, is not acceptable to U.S.-Britain. 
France gets another opening to serve as a broker between East and West. 
Issue of trade freedom in the Balkans is not to be settled at this time. 
Eventually, Russia may offer to allocate to the Western powers specific 
Shares in Russian-dominated markets, but even that offer hasn't arrived. 
Net result, barring some break in the bargaining, probably will be a move by 
the Ministers of the Big Four, Russia, U.S., Britain and France, to postpone 
actual signatures on peace treaties with Axis satellites for weeks to come. 














Funds aren't suddenly to be poured out to supply all demands from Europe 
and Asia now that new lending, new exchange machinery is organized formally. 
International Monetary Fund is going to work gradually, feeling its way. 
World Bank is taking in cash, but won't be lending wholesale before 1947. 
Important trend, already apparent, is to resist appeals to change the 
rules, to refuse to be persuaded to finance relief jobs uncompleted by UNRRA. 
New Bank wants assurance that reconstruction loans aren't just handouts. 
New Fund is specifically on record against putting up money for relief. 
Basically, the new institutions are on guard against political pressure by 
nations in Eastern Europe, closely linked to Russia, eager for relief, for funds 
to buy abroad, yet so geared to Russia economically that their capacity to repay 
is questionable. Russia is showing no direct interest in either the new Fund or 
Bank, is not now likely to join these organizations. 




















When it comes to the trade conference to open soon in London...... 

Canada is to argue for the freest’ possible trade, is to support U.S. idea 

more and more barriers to trade must be eliminated. 

War effort doubled Canada's industrial output, opened up new markets. 

Plant capacity now needs to be converted to peacetime merchandise. 

Canadian credits, including those to Britain, amount to $2,000,000,000. 

National income in Canada is dependent upon a high level of exports. 

Objective is to increase commerce withcountries other than Britain and U.S. 

It is to Canada's own interest to back up U.S. in the fight for freer 
trade, to use her friendly influence to get Britain to go along with those ideas, 
and to argue that a prosperous America is essential to world prosperity. 




















(over) 
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WORLDGRAM=- (Continued) 


As the situation is developing in France..... 

Chances are good that French voters now are to approve a constitution. 

Major parties, Popular Republicans, Socialists, Communists, favor action. 

sentiment leans toward settling the rules of government rather than wait. 

Opposition by General DeGaulle is related to his own higher strategy. 

Purpose of DeGaulle is not the immediate defeat of a draft constitution, 
already headed for approval, but to get his views on record for the future. 

In other words, General De Gaulle looks ahead to a national crisis, due 
either to revolution or another war. He does not appear to regard this prospect 
of crisis as immediate, but he wishes to take his stand against the day when 
France may regret a constitution which, contrary to De Gaulle's wishes, reduces 
the President almost to a figurehead. Undoubtedly, De Gaulle has left himself 
ample room for maneuvering, has kept in mind his own availability for office. 

















There is a vicious circle at work in Italy..... 

Economic conditions are growing worse, millions are unemployed. The broad 
grounds for discontent are brought out in a dispatch on page 7. 

Italian speculators are aggravating a flight of capital abroad. 

Communists are more aggressive, are encouraging strikes and denouncing the 
present Government as a tool of U.S. business interests. 

The Government itself is on shaky ground, has been hesitant to act vigor- 
ously to ward off unemployment; elaborate plans for recovery are still just plans. 

Italy's hopes for recovery rest upon additional loans, largely from U.S., 
which can only be had once the peace settlement is fixed. 

Time is working against stability for, without the needed credits, without 
an early agreement on peace terms, conditions are getting out of hand. 




















In one way or another, the U.S. directly, or indirectly through UNRRA, al- 
ready is providing Italy with about $1,000,000,000 for her recovery. U.S. is 
willing to do more, but wants Italy to show some signs of ability to get her- 
self organized and functioning again. 


Net effect of elections in Australia is this..... 

Labor Party, in power since 1941, is to run Australia for three more years. 

J. B. Chifley, Prime Minister, is told to maintain taxes and social security. 

Herbert V. Evatt, Spokesman abroad, gets a vote of confidence at home. 

Ambitious tactics of Dr. Evatt, aimed at a bigser share in peacemaking, 
Survived a direct attack from opposition leaders in the election campaign. 

In analyzing the voting, there is no sign of a pacifist or isolationist ate 
titude such as was once popular with the Labor Party in Australia. The trend in- 
clines toward Australia taking a larger share of the costly burden of defending 
the British Empire, toward reasserting her interests in'‘the Pacific, with a mod- 
erate program at home, perhaps less state ownership than Britain plans. 














As matters are working out in Latin America..... 

Chile is getting a new idea of her next President, G>briel Gonzalez Videla. 

Communists hope to collect from the incoming President for their Support.” 

Instead, Gonzalez is showing signs of steering a moderate course. 

In brief, the aim of the new Administration, once it is set up and ready 
to operate on its own, is to try to win friends and to ease economic problems, 
not to accentuate the divisions that exist in the country. You get a preview of 
the next Administration in Chile on page 17. 
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U. 8. INTENDS TO STAY IN CHINA 
UNTIL FINAL PEACE IS ACHIEVED 


Policy being reaffirmed in face 
of events that make outlook for 
unity appear almost impossible 


Reported from NANKING 
and WASHINGTON 


The United States is preparing 
to stay in China indefinitely. New out- 
breaks of fighting among the Chinese, 
and even the rupture of the negotiations 
for peace, are not to deflect U. S. policy. 

Washington is turning a deaf 
ear to advice from Marshal Joseph 
Stalin of Russia, as well as from some 
Americans, that the U.S. marines ought 
to be sent home. Rumors of possible in- 
tervention by Russia in China are 
heavily discounted. While fighting be- 
tween Chinese Communists and Gov- 
ernment troops is making the negotia- 
tions of General of the Army George C. 
Marshall almost impossible, and may 
wreck them completely, it has failed to 
force a change in American policy. Failure 
to date of U.S. efforts to unify China 


has, in fact, merely hardened American 
intentions into stubborn persistence. 

This new determination by the U. S. 
and the reasoning behind it have been 
revealed to World Report by officials 
whose responsibility for U.S. policy in 
China keeps them in contact with Gen- 
eral Marshall and his negotiations with 
the Chinese factions. The American policy 
is reaffirmed in the face of events that 
make the outlook for peace and unity in 
China all but hopeless. 
qj jet black is the only way to describe 
the present situation in China, according 
to Frank W. Rounds, Jr.,. correspondent 
for World Report at Nanking. 

Fighting between Generalissimo 
Chiang Kai-shek’s Nationalists and Chi- 
nese Communist troops has gone beyond 
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TWO WHO HELPED SHAPE AMERICAN STAND ON CHINA 
U. S. Ambassador Stuart (left) and General Marshall, with Generalissimo Chiang during a meeting in Kuling 





the sparring stage. Now the Nationalists 
have launched a drive on Kalgan, a Com- 
munist stronghold northwest of Peiping. 
In Communist eyes, Kalgan is second 
only to Yenan as a center for their mili- 
tary and political operations. 

Chinese Communists have responded 
to the threat to Kalgan both by strength- 
ening their defenses there and by staging 
diversionary raids farther south along the 
Peiping-Hankow railroad. 

Negotiations between the Government 
and the Communists, off and on since 
January under the auspices of General 
Marshall, will be ended finally and irrev- 
ocably if the drive on Kalgan continues. 
That, at least, is the position taken pub- 
licly by Gen. Chou En-lai, who rep- 
resents the Communists in the negotia- 
tions at Nanking. Chou has refused to 
meet with Government representatives 
since the Kalgan drive began. He has 
warned that continuance of the drive 
would split China. 

U. S. Marines, as a result, are in a 
position that is becoming increasingly un- 
comfortable. Spread of the fighting has 
begun to involve some of the 22,000 ma- 
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<Selemetions 


—International 


AMERICAN B-25s AT SHANGHAI SALVAGE DUMP FORMER U.S. NAVAL CRAFT IN CHINA’S NAVY 
Communists charge sale of U.S. war surpluses aids Nationalist military operations 


rines stationed at Peiping, along the rail- 
roads and at the ports. Two hundred uni- 
dentified Chinese last week attacked a 
marine detail guarding an ammunition 
dump on the Tientsin-Chinwangtao rail- 
road, but withdrew after one marine was 
wounded and one Chinese killed. 

Efforts of the U.S. troops to stay out 
of the fighting are made difficult by the 
importance of their location. They are 
guarding the Kailan coal mines and key 
rail points through which the coal is 
transported to Peiping, Tientsin, Shang- 
hai, Nanking and other cities. Interruption 
in the flow of this coal would cripple the 
fuel and power supply of the cities. 

Criticism of U.S. policy in China has 
increased with the spread of fighting and 
the increasing Nationalist pressure on the 
Communists. Spokesmen for the Com- 
munists charge that the U.S. marines 
are aiding the Nationalists, that the’ re- 
cent sale of U. S. war surpluses to Chiang 
will aid him in military operations, and 
that U.S. policy as a whole since V-J 
Day has helped the Central Government 
and hindered the leftists. The Moscow 
radio supports this view, as do some 
groups within the Unitec States. 

Upshot of the present mess in China, 

observers at Nanking fear, may be open 
and acknowledged civil war, followed by 
Russian intervention on the side of the 
Communists to counter what is regarded 
as U.S. intervention on the side of the 
Nationalists. 
@ Russian intervention, however, is not 
expected by top officials of the U. S. who 
follow the political and military situation 
in China. Their reasoning goes about like 
this: 

A Soviet China, thought to be a Rus- 
sian objective, is a long-term project. 
Stalin appreciates that China’s popula- 
tion of 450,000,000 is not to be con- 
verted overnight. And Russia has too 


6 ¢« WORLD REPORT 


much to do at home, just now, to divert 
new quotas of man power to tasks 
abroad. 

Manchuria and Korea are of more im- 
mediate concern to Moscow than the 
Sovietization of all China. The resources 
of Manchuria and Korea can supplement 
effectively those of Siberia. Economie 
integration of the Soviet Far East with 
the lands to the south can help Russia 
meet her goals in the Five Year Plan. 


The framework of Soviet control over. 


Manchuria already exists. By treaty, Rus- 
sia is to share control of Manchurian rail- 
ways, plus the free port of Dairen and 
the naval base at Port Arthur. Russian 
tioops, 60,000 strong, now occupy these 
two points. A larger force of Russians 
occupies the Northern half of Korea. 
Physically, therefore, Russia is in a com- 
manding position with respect to Man- 
churia. 

Strategically, Stalin does not need to 
intervene actively in support of the Chi- 
nese Communists to win economic control 
of Manchuria. Treaty rights, plus the re- 
moval of machinery from Manchurian 
factories last spring, plus Russian troops 
near at hand, add up to effective bar- 
gaining power. If the Chinese Commu- 
nists ultimately have a minority role in 
the Chinese Government, as the U.S 
negotiators propose, that leverage on 
Chiang, added to the Soviet pressure al- 
ready operating, ought to be enough to 
compel a Sino-Russian deal satisfactory 
to Moscow. 

The alternative, armed intervention by 
Russia in support of the Chinese Com- 
munists, runs the risk of a direct clash 
with the U.S. There is no evidence that 
Moscow wishes that now, especially 
when objectives can be gained without it. 
@ U.S. objectives in China are more 
difficult. Peace is hard to cultivate in a 
country that has been split wide open 


by revolution for 20 years. A unitied 
China, under a strong central govern- 
ment, is even harder for a people who 
never have had an effective national 
administration. 

U.S. motives, furthermore, have now 

become suspect. American aid to Chiang 
during the war and the recent sale of 
war surpluses look to the Communists 
like all-out support of the Nationalists. 
The fact that the Nationalists control the 
only recognized government in China, 
one accepted by Moscow as well as 
Washington, clears up the diplomatic 
situation but does nothing to reduce the 
effectiveness of U.S. guns and planes al- 
ready in the hands of Chiang’s armies. 
It is admitted that without American 
arms and equipment, most of it provided 
as wartime Lend-Lease, the Nationalists 
could not have pushed the Communists 
as far back as they have. 
@ Only solution open to the U.S.. offi- 
cials contend, is to work through the 
existing Government, but to attach con- 
ditions to American aid. The principal 
condition is that the one-party rule of 
Chiang give way to a coalition govern- 
ment in which minorities—including the 
Communists—are represented fairly. 

In the minds of U. S. officials, there are 
no acceptable alternatives to this policy. 
Even the complete collapse of General 
Marshall’s negotiations and a period of 
avowed civil war are not expected to 
change the basic policy. Armed interven- 
tion in behalf of Chiang is ruled out as 
inviting a clash with Russia. Complete 
withdrawal of American troops, economic 
aid and interest from China is opposed 
as creating a vacuum that Russia would 
attempt to fill. 

Despite setbacks, disruptions and 
growing suspicions, the U.S. proposes to 
stay in China until peace and unity are 
achieved. 





























ITALIANS ARE FACING 
ECONOMIC CHAOS 


Unemployment, now over 2,000,000, 
is expected to double this winter, 
opening fertile field for communism 


Reported 


from 


' MILAN and ROME 


Italy is heading into a winter of 
economic chaos. More than 2,000,000 
men are out of work already, and unem- 
ployment is expected to double or triple 
in the months ahead. 

Italians now working clamor for 
wage increases against inflation, but the 
ending of relief shipments in December 
will aggravate a critical shortage of raw 
materials and will push even higher the 
prohibitive cost of living. 

Strikers and demonstrators are 
putting pressure on the Government to 
act against approaching disaster, to pre- 
vent the bread lines from becoming 
battle lines in a serious political struggle. 

Italy’s predicament shows up in her un- 
employment problem, which is both a 
cause and effect of her economic ills. 
John W. Mowinckel, staff correspondent 
for World Report, cables from Italy: “In- 
dustry and labor expect a big increase in 
unemployment this winter. The thing 
feared on all sides is unrest among the 
idle. The Government looks for a serious 
disturbance after the peace tc.cy is 
signed, unless action is taken. Fascism 
got going among idle veterans after 
World War I. Now Communists stand to 


FEEDING THE IDLE IN ITALY 


gain by assuming leadership of any popu- 
lar disturbance. All are skeptical of the 
Government’s ability to take effective 
action.” 

@ Unemployed are 1,750,000 registered 
workers. More than 500,000 others with- 
out jobs are not registered. Already more 
than 5 per cent of Italy's population is 
idle. Italians returning daily from prison- 
er-of-war camps add to the ranks of the 
jobless. Agricultural workers roving from 
fields damaged by war make worse the 
situation in the cities. 

Industrial centers in Northern Italy are 
hardest hit, with 1,500,000 out of work. 
In the months ahead the figure is ex- 
pected to go up to 3,000,000. Industrial 
workers account for 57 per cent of the 
unemployed in Italy as a whole and for 
71 per cent in the North. Twelve per cent 
are agricultural workers. 

Also idle are 590,000 workers carried 
on the pay rolls of industry although they 
do no work. Under a revived Fascist law, 
the Government pays a subsidy to in- 
dustry to help retain the idle, feed them 
a midday meal and avoid a visible dole. 
Industry wants the law revoked because 
of the loss it involves. 





@ Root of the trouble is the fact that 
perennially poor Italy now is poorer 
than ever. Forty-six million Italians are 
too many for a country made smaller and 
poorer by war. About half that number 
can be supported at present. 

Lack of raw materials is slowing pro- 
duction and_ reconstruction, pushing 
prices higher and increasing unemploy- 
ment. The greatest need is for coal. In- 
dustry now is operating at 50 per cent 
capacity, with an annual supply of 
6,000,000 tons. Italy needs twice that 
amount. 

Lack of credit for industrial expansion 

results from a lack of confidence. In the 
face of inflation and uncertainty over 
peace terms, reparations and the extent 
to which industry will be nationalized, 
Italian financiers and industrialists are 
marking time. Credit from other coun- 
tries is being withheld until there is a 
promise of stability. To meet minimum 
winter needs, to maintain the level made 
possible thus far by UNRRA, Italy re- 
quires a $250,000,000 loan. 
@ Restive workers are striking and 
demonstrating, at times with armed 
force, against the Government’s inability 
to hold prices down or to provide work. 
The purchasing power of wages is 
from 50 to 75 per cent below prewar 
figures. As a result, there is little actual 
demand for goods in Italy in spite of 
the great need. 

A $1,000,000,000 program of public 
works, railroad improvement and farm 
reconstruction is, after months, still in 
the planning stage. The hitch is financing. 
Stringent rationing and price control, 
credit for purchases of raw materials, full- 
scale production and a broader program 
of emigration to countries short of labor 
could alleviate the situation. 

But some positive and immediate ac- 
tion is necessary if Italy is to avoid the 
crisis approaching with the winter. 
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Can the Government keep the bread lines from becoming battle lines? 
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RUSSIA’S BID IN MEDITERRANEAN 
MEETS BRITISH-U. S. RESISTANCE 


Western powers back up Greece and 
Turkey with displays of military 
power in dangerous test of strength 


Reported from ATHENS, ANKARA, 
LONDON and WASHINGTON 


Russia is increasing her pressure 
on Turkey and Greece in an attempt to 
get into the Mediterranean. 

Britain and the U. S., determined 
to keep the vital seaway under Western 
control, are backing up Greek and Turk- 
ish resistance to the Soviet Union with 
displays of military power. The struggle 
now begun is to be long and dangerous. 

The major powers all are using the 
threat of force as an instrument of policy. 
The governments of Greece and Turkey 
thus are being thrown together to oppose 
a common threat with the help of com- 
mon allies. 

The dangers involved in this situa- 
tion are important. The United States, 
Russia and Great Britain all recognize 
this fact. All are willing to make con- 
cessions, but they are to make them 
reluctantly, always clinging to minimum 
objectives that are difficult to reconcile 
in a compromise. 

@ Russia considers a place in the East- 
erm Mediterranean and control of the 
Dardanelles, the waterway linking the 
Black and the Mediterranean Seas, as 
vital to her defenses and as her due. 

To this end, Russia is adding to the 
turmoil in Greece by encouraging her 
Balkan satellites and the Greek Commu- 
nists to oppose the British-supported 
monarchy now ruling Greece. Russia also 
has sent a second note to Turkey, de- 
manding that the Turks negotiate with 
the Soviet Union alone over the Darda- 
nelles. Control of these straits through a 
partnership with Turkey is Russia's mini- 
mum objective. 

@ Britain fears that such a partnership 
would make Turkey subservient to Rus- 
sia’s will, enabling Russia to reach the 
oil of the Middle East, outflank Greece 
and threaten Suez, thus relegating Brit- 
ain to a secondary role in world affairs. 

For this reason, Britain is keeping her 
troops in Iraq, at Turkey's back door, 
and in Greece, where the new King 
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George II, commands a British-trained 
army of Greeks. A pro-British Greece and 
an independent Turkey as the guardian 
of the Straits is Britain’s minimum de- 
mand. 
@ The U. S., like Britain, has a stake in 
the oil lands of the Middle East. Wash- 
ington recognizes that Greece and Tur- 
key are two-way gates for strategy. Con- 
trol of these nations by either Russia or 
Britain would give each a base for of- 
fensive operations against the other. 
The U.S. would prefer to see a strong 
Greece, capable of defending her own 
frontiers and seaports without Britain's 
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help. The U. S. also would agree to some 
degree of Russian participation in the 
control of the Dardanelles. But the U. S. 
views potential Russian domination of 
Turkey and Greece as a threat to her own 
world interests as well as to those of her 
ally, Britain. 

Therefore, Washington has publicly 
removed the “good-will” tag first placed 
on the visit of the carrier Franklin D. 
Roosevelt to the Eastern Mediterranean. 
U.S. warships will stay in that area 
to back up U.S. policy. The carrier 
Randolph, assigned to relieve the Roose- 
velt, is to call at Turkish ports if such a 
move appears advisable. This show of 
U.S. strength is backing up the U.S. 
minimum objective—a_ settlement that 
would not weaken Turkey so much that 
she would be drawn behind the “Iron 
Curtain.” 

@ Mediterranean strategy is shifting 
from one end of the sea to the other to 
meet this struggle between the powers. 





U. S. FLEET AT ATHENS DURING MEDITERRANEAN CRUISE 
The “good-will” tag was removed to support American policy 
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In Spain, where a dictatorship friendly 
with the Axis still rules, the Chief of 
State, Francisco Franco, has proclaimed 
that only Spain and Russia know where 
they are going. Franco counts on his 
anti-Communist policy to keep him in 
power. 

In Algeria the Communist Party is 
redoubling its efforts to win the support 
of native autonomists. Arab nationalists in 
Morocco and Tunisia, both French pro- 
tectorates, also are toying with offers of 
Communist support. 

In Egypt, the breakdown of Anglo- 
Egyptian negotiations over the defense 
of Suez is temporary. Egypt’s King Far- 
ouk, during his September vacation on a 
yacht in the Mediterranean, called un- 
announced at Mersin, on Turkey's south- 
ern coast. The President of Turkey, 
Ismet In6nii, with his Premier, promptly 
flew to Mersin, where they cautioned 
Farouk against weakening Britain's 
Mediterranean position before Turkey 
was secure against Russia’s demands on 
the Dardanelles. Farouk was impressed. 

The Middle East as a whole seems to 
be contemplating shifts of policy to meet 
Russia’s attempt to enter the Mediter- 
ranean. Turkey is reported to be nego- 
tiating for a place in the Arab League as 
further support against Russia’s pressure. 
If Turkey is successful in this, Russia's 
current drive toward the Mediterranean 
may be turned to Britain’s advantage. 

The possibility of such developments 
lies ahead. At present, the Mediterranean 
struggle between the powers revolves 
around Greece and Turkey. 


@ Greece is weak. Its economic strength 
is exhausted after years of war and occu- 
pation. Its political strength is dispersed 
by the intensity of the powers’ struggle 
for domination of the peninsula. Free 
elections showed Greeks to be over- 
whelmingly non-Communist, but Com- 
munist-led groups, EAM and ELAS, 
supported by Russia’s satellites, Yugo- 
slavia and Bulgaria, keep Northern 
Greece in turmoil. Greek liberals, faced 
with the prospect of a Communist dic- 
tatorship like that now ruling Yugo- 
slavia, or the chance of a _ pro-British 
dictatorship, helped recall George II 
from London in a plebiscite. 

To strengthen Greece against Russia's 
allies at home and abroad, British troops 
remain in the country while the King tries 
to obtain support from Republicans. If 
he fails, George may call a dictator from 
the Army, as he did before the war, when 
the late Gen. John Metaxas governed for 
him. Britain and the U.S. may not like 
a dictatorship, but they want a stable 
government to guarantee loans _ for 
recovery. 

Political instability has prevented such 
planning so far. Greece has fought off 
starvation from day to day with $385,- 
000,000 worth of help from the United 
Nations Relief and Rehabilitation Admin- 
istration. UNRRA assistance is to end in 
December and Britain’s $40,000,000 pur- 
chase of Greek tobacco is of little help in 
alleviating the nation’s abysmal poverty. 
If George II can produce a stable gov- 
ernment and a long-term plan for recov- 
ery, the U.S. and Britain may provide 
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TURKISH ARMORED FORCES ON MANEUVERS 
The Dardanelles will not be given up without a fight 








the $1,000,000,000 credit Greece needs 
to fight off her Communists and face 
Moscow’s satellites. 

@ Turkey is strong, though not strong 
enough to defend the Straits without as- 
sistance. She must rely on diplomatic help 
from the U.S. and Britain to meet Rus- 
sia's demands. She must count on Anglo- 
American military aid if Russia should try 
to use force to get control of the Straits. 

Political stability in Turkey rests on 
the power of the People’s Party, which 
Kemal Ataturk, founder of modern Tur- 
key, created under his dictatorship to 
lead the nation toward democracy. Free 
elections in July left the People’s Party 
still on top and In@énii, Ataturk’s succes- 
sor, still President. 

The Turks, intensely patriotic, stand 
united behind their Government against 
the Russian demands. There is no Com- 
munist Party in Turkey; it still is banned. 
Thanks to a strange alliance between Ata- 
turk’s young Republic and the new re- 
gime in Russia, an alliance that lasted 
for most of the period between world 
wars, there are as yet no signs of a Com- 
munist underground in Turkey. 

Help for Turkey is to come as the 
Turks themselves request it. Both Britain 
and the U.S. have confidence that the 
Turks will not accede without a fight to 
Russia's demand for control of the Dar- 
danelles. Turkey's rejection of the Soviet 
notes asking for revision of the Montreux 
Convention, under which the Turks rule 
the Straits, was carefully phrased. It left 
the door open to negotiations at which 
the U.S. and Britain would be present 
but flatly rejected the Russian proposal 
that the matter be settled in a conference 
limited to Black Sea powers. Turkey is 
unwilling to stand alone against Russia 
and her satellites, Romania and Bulgaria. 
@ Trends in the struggle thus develop- 
ing show both threats and concessions 
ahead. 

Russia's attempts to exclude the U. S. 
and Britain from the negotiations over 
the Straits have set off a chain reaction 
of power politics and displays of military 
strength that may continue for some time. 
There are likely to be more border clashes 
between Greeks and the forces of Al- 
bania, Yugoslavia and Bulgaria, all Rus- 
sian satellites. There may be trouble be- 
tween Russian and Turkish forces in the 
frontier provinces. Further exhibitions of 
sea and air power in the Mediterranean 
by both Britain and the U.S. are likely. 

The formula for settlement depends 
on concessions from both sides. Commu- 
nists in Athens say Russia might accept a 
British-supported regime in Greece if she 
gets satisfaction in the Dardanelles. The 
U.S. and Britain are prepared to make 
concessions to Russia in sharing Dar- 
danelles control. But before a formula is 
found by concessions, there are to be 
clashes of power politics. Such clashes 
throw out sparks that are dangerous in 
an area so vital to the major powers. 
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U. S. OWNERS EXPECT TO REGAIN 
MOST OF ASSETS IN WAR ZONES 


Returning factories to production 
is big objective of businessmen. 
Soviet seizures aggravate problem 


Reported from LONDON, 
PARIS and WASHINGTON 


American business now stands to 
recover most of the value of more than 
$500,000,000 worth of U. S. plants and 
factories trapped in the war zones of Eu- 
rope and Japan. 

Settlements, however, will be a 
long time coming. Preparation of claims 
is a difficult and expensive process. Faced 
with that prospect, concerns whose inter- 
national subsidiaries suffered from the 
war are beginning to realize that they 
also will have to share in the cost of or- 
ganizing the peace. 

Company managers are gratified 
by the agreements at the Peace Confer- 
ence of Paris to compensate private in- 
vestors for a major part of their war 
losses in former enemy territory. But it 
isn’t eventual payment that the business- 
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men want primarily. The biggest ob- 
jective is to get plants back into produc- 
tion. 

The actual loss of business caused by 
the war is a big sum that has been writ- 
ten off by most companies. Not more 
than one quarter of their assets in the 
war theaters has been destroyed or dam- 
aged by actual bombing or artillery fire. 
But now the whole problem has been 
aggravated by wholesale removals of 
property by conquering armies and the 
nationalization of much private industry 
in countries dominated by Russia. 

@ Principle of compensation to owners 
of private property for war losses has 
been a ticklish subject in the Paris dis- 
cussions. International law does not rec- 
ognize responsibility of governments for 
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PLOESTI OIL FIELD UNDER USAAF ATTACK 
American subsidiaries in Russian zone face a greater loss from reparations 


10 © WORLD REPORT 


war damage to property owned outside 
the country. So, in effect, new laws must 
be written in the peace treaties to pro- 
vide relief for such losses. 

Decision in the draft of the Italian 

treaty to compensate for 75 per cent of 
war losses of private interests now is 
expected to furnish a pattern for later 
settlements. The agreement represents a 
compromise between the original demand 
for 100 per cent by the U. S., Britain and 
France and the stand of Russia, which 
was eager to hold down claims against 
the Balkan nations. 
@ American assets at stake in the ne- 
gotiations include factory branches, affili- 
ated plants, stock ownership in com- 
panies in former enemy countries and ar- 
rangements for patent licensing. 

In Europe, prewar investments of sub- 
stantial size were held by General Motors, 
Ford, Anaconda Copper, I. T. & T., 
Standard Oil of New Jersey, Socony- 
Vacuum, Singer Sewing Machines, In- 
ternational Business Machines, Inter- 
national Harvester, Gillette Safety Razor, 
Eastman Kodak and Woolworth. 

In the Far East, principal holdings by 

American firms in former enemy territory 
were owned by Westinghouse, General 
Electric, Ford, Corn Products Refining 
Company, Otis Elevator, several oil and 
rubber companies and a number of in- 
surance organizations. 
@ Italy is getting some consideration for 
her belated switch to the side of the 
Allies, and U. S. interests there will gain 
from any financial aid extended to the 
Italians by Allied governments. 

Property of citizens of the United 
Nations already is being turned back by 
the Italian Government, and in return the 
U.S., for example, will release most of 
Italy's assets held in custody of American 
authorities. Some of the latter property 
may be liquidated to satisfy personal 
claims, but the bulk of payment for war 
damage will have to come out of repa- 
rations. 

Of the $75,000,000 of direct invest- 
ments Americans had in Italy in 1940, 
major properties were those of oil and 
motor companies, while a number of 
smaller firms making shoe and textile 
machinery maintained assembly plants 
in that country. Although the U. S. State 
Department in July asked for information 
on claims against such properties, the 
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response to date has been negligible. 
Reasons are the time needed to gather 
data and the likelihood of payment in 
Italian currency. 

@ Germany ard Austria took custody of 
$350,000,000 of American property when 
the U.S. entered the war. This total was 
made up of 82 manufacturing plants 
valued at $206,000,000, 32 distributing 
firms with assets of $81,000,000, 10 
petroleum plants worth $57,000,000 and 
20 miscellaneous enterprises valued at 
$5,000,000. 

In the U.S. and British occupation 
zones of those countries, American prop- 
erty is being protected by the military 
governments. A few of the plants have 
been reopened to help meet minimum 
needs of the German economy, and pro- 
ceeds are being held in trust for the 
original owners. 

In those zones, at least, American 
businessmen are being allowed to inspect 
their properties, to make plans for the 
future and, where damage has been in- 
curred, to make arrangements for repairs. 
Lack of coal and food, however, is re- 
tarding operation of nonwar industries in 
which American interests were large, 
according to Edwin J. Drechsel, staff 
correspondent for World Report. 

“Passing through the Ruhr,” he writes 

in a dispatch, “one sees only an occasional 
smokestack in use. The workers don’t 
have the food needed to turn out a good 
job. Food hunting, too, takes much time 
away from productive work.” 
@ Eastern Europe, including the Russian 
zones of Germany and Austria, holds the 
key to most of the troubles of American 
property owners. There the Soviet author- 
ities have stripped bare many a factory 
belonging to American corporations and 
taken the equipment to Russia as repara- 
tions. There—in Romania, Hungary and 
Austria—large oil properties have been 
taken over and operated. 

The “Iron Curtain” holds back Ameri- 
can businessmen from finding out what 
has happened to their onetime subsid- 
iaries. Potential losses in that area un- 
doubtedly are greater than the direct 
damage caused by warfare in all the 
former enemy zones combined. 

Chief difficulty lies in the Russian fail- 
ure to carry out Potsdam agreements to 
“look behind” apparent ownership of 
property and determine the original 
owners. The Soviet thesis is that the fac- 
tories were in German hands when the 
Russian armies marched in and therefore 
can be taken legitimately as reparations. 

Even if the Russians make efficient use 
of the American properties they have 
seized, some industrialists think that de- 
lays in reaching an understanding with 
Russia on the ownership of plants are 
costing the original owners each year 
between 10 and 20 per cent of the value 
of the holdings. They base their estimates 
on earnings of the plants, plus reserves 
for depreciation. 


@ Japan will be able to more than meet 
any claims that may arise from the 
$38,000,000 worth of American property 
there in 1940. Totals collected may even 
go far to satisfy heavy demands for repa- 
rations expected from China, the Philip- 
pine Republic and Russia. 

General MacArthur already has 

ordered set aside against future repara- 
tions accounts 505 of Japan’s largest 
plants in a program expected to result in 
seizure of one third of all Japanese in- 
dustry. In addition, Allied authorities 
have taken custody of $200,000,000 
worth of securities from holding com- 
panies owned by the Mitsubishi, Mitsui 
and Yasuda families. 
@ Conflict between Eastern and West- 
ern points of view on reparations is 
behind much of the international com- 
promising that has been jeopardizing 
American investments. 

With few external interests to safe- 
guard, the Russian concept is that former 
enemies should compensate for the cost 
of the war to the Soviet Union, which 
suffered heavy damages to her own in- 
dustries. The U.S., which spent more 
than $330,000,000 for victory, asks no 
reparations to the Government, but is 
seeking compensation for the losses to 
private investors. 

Reparations have to be paid for in 
export of goods and other assets, while 
compensation for losses probably will be 
met in local currencies. The Western 
powers, therefore, argue that Russian 
demands on Italy, for example, would 
have wrecked the economy of that 
country. Eager to see an end to relief 
payments to Italy, the U.S. wants her 
back on her feet. 

The Russians were more than willing 
to go lightly on the Balkan nations, but 
wanted to exact heavy tribute from Italy. 
Now that an agreement has been reached 
to scale down Italian payments, Com- 
munist leaders in Italy have claimed 
credit for that concession. Britain, how- 
ever, is still adamant and may reopen the 
question of the claims of private investors 
when the draft treaties are considered 
by the Council of Foreign Ministers. 

q@ U.S. businessmen have little patience 
with the complex “give and take” of 
peace conferences. They are glad that 
their property rights are being recog- 
nized in principle, but they are eager 
to regain control of their overseas plants 
and get them running again. Few com- 
panies are prepared to pull out of the 
former enemy countries and sit back in 
the hope of getting a claims award some 
day to pay for their original investment. 

In the final analysis, if restoration or 
rebuilding of some properties becomes 
impossible, the settlements will be a 
matter between the claimants and the 
U.S. Government. Congressional action 
will determine how much will be paid on 
each claim for losses in the countries once 
ruled by the Axis. 
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NAZI INDUSTRIALISTS MAY ESCAPE 





TRIAL UNDER NUERNBERG VERDICT 


Schacht’s acquittal gives hope to 200 
leading businessmen held by Allies. 
Thousand generals face prosecution 


Reported from 
NUERNBERG 


The decision in the Niirnberg 
trial of top Nazis now holds out hope of 
freedom for 200 of the leading indus- 
trialists who geared Germany for war. 

These men have been held by 
the Allies as possible war criminals. But 
the Niirnberg verdict acquitting Dr. 
Hjalmar Schacht, former reichsbank 
President, of war guilt has prompted 
Allied prosecutors to. review their cases 
against the industrialists. 

Prosecution is ahead, however, for 
more than 1,000 German generals who 
directed the Nazi campaigns. Although 
the German General Staff and High Com- 
mand were acquitted at Niirnberg, as 
organizations, punishment still is possible 
for individuals who held influential posi- 
tions in Germany's war machine. 

The findings of the four-power court 

in Niirnberg will serve as a precedent for 
all forthcoming trials. Each individual is 
to be judged on his knowledge of the 
Nazi plan to wage aggressive warfare. 
Those accused of war crimes, but who 
have not yet been brought to trial, will 
also have to appear before Allied tribu- 
nals. 
@ Immediate effect of the Niirnberg 
verdict is to establish a basis for the sen- 
tencing of members of Nazi organizations 
that were convicted. These include hun- 
dreds of thousands of Germans who will 
not be tried individually, but whose guilt 
was established at Niirnberg. 

Industrialists were to have been tried 
this month, but it now appears that the 
decision whether to prosecute them will 
be put off until some time next year. 

Postponement of the final determina- 
tion of the guilt of the industrialists is 
due in part to the acquittal of Schacht, 
regarded by Allied prosecution officials 
as a definite setback to their case against 
the major munitions makers. There now 
is considerable doubt if any businessman 
can be convicted of conspiracy to wage 
aggressive war, if an individual in 
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Schacht’s position is able to establish his 
innocence. 

Schacht’s acquittal was based pri- 
marily on the fact that he was not a mem- 
ber of the inner circle around Hitler. 
Neither were most of the industrialists in 
custody. The Tribunal recognized that a 
man in Schacht’s position should have 
been able to discern the true significance 
of Hitler's rearmament program but held 
that rearmament is not in itself a war 
crime. 

Those actively responsible for Ger- 
many’s munitions program, which made 
rearmament possible, are among those 
now held by the Allies. Attorneys for 
officials of corporations, such as Krupp 
and I. G. Farben, have been given until 
December 15 to reply to war crimes 
charges. 

Alfred Krupp, wartime head of the 
munitions firm, undoubtedly will stand 
trial if the industrialists are indicted. His 
father was one of the original defendants 
at Niirnberg, but the charges against him 
were not pressed because of the elder 
Krupp’s advanced age and poor health. 
Alfred Hugenberg, film magnate, is an- 
other accused by the Allies as warmaker. 
The foremost bankers in Germany also 
are to be tried if the Allies believe they 
can obtain convictions. 

Businessmen found guilty of war 
crimes, or active participation in the 
Nazi Party, will lose all property rights, 
besides facing prison sentences. A central 
administration of state-owned enter- 
prises already has been established in 
Thuringia to take over the expropriated 
firms of war criminals and active Nazis. 
Most of the confiscated businesses are to 
be transferred to communal ownership. 
More than 1,000 companies already have 
been seized as a result of denazification 
trials conducted by the Germans them- 
selves. 

Army officers, including members of 
the General Staff Corps and others who 


served in positions of responsibility in 
the High Command, are certain to face 
Allied courts on charges of committing 
war crimes as individuals. The Court at 
Niirnberg ruled that the fact “that a 
soldier was ordered to kill or torture in 
violation of the international law of war 
has never been recognized as defense to 
such acts of brutality. The true test is 
not the existence of an order, but whether 
a moral choice was in fact possible.” 
On the basis of this precedent, officers 
in command of troops who committed 
war crimes are liable for the action of the 
men under them. Nearly every general 
officer in the German Army is now in 
Allied custody. Many of these are ex- 
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pected to be tried for the destruction of 
Russian cities and villages, execution of 
hostages, and other acts committed 
against the Allies. 

Other groups vitally affected by the 
Niirnberg decision include: 

SS, or Elite Guard, members, esti- 
mated to number as many as 500,000. 
Most of these troops are in U.S. and 
British prison camps, having fled from 
the Russians when Germany collapsed. 
An abundance of evidence of atrocities 
committed by the SS was introduced in 
the recent trials. The Niirnberg verdict 
found the entire organization guilty on 
all counts. As a result, members of 
the SS brought before Allied tribunals 
now can escape punishment only by 
proving that they were members against 
their will or were ignorant of any crimes 
committed. 

Entire units of the SS may receive 
prison terms. Under the Niirnberg prece- 
dent, all SS concentration camp guards 
can be sentenced in a body for atrocities. 
SS troops organized into combat divisions 
also may be punished for war crimes 
committed by the unit. Such bodies as 
the Second SS Das Reich Division, which 
fought against the Allies on the Western 
Front from Nermandy through the Ar- 
dennes, may be sentenced en masse for 
the razing of a French village in 1944. 
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Gestapo and SD employes—the Se- 
curity Police and Secret Service—also 
have been held guilty as a whole. The 
Gestapo was responsible to a large de- 
gree for keeping Hitler in power. The 
Gestapo also was used to keep order in 
occupied countries. The SD was Hitler’s 
espionage service. Several Allied powers 
have convicted individual members of 
these organizations. An estimated 100,000 
now can be sentenced or brought up in 
additional trials as individuals. 

Of the Fiihrer Corps, the five top 
brackets, those having the greatest re- 
sponsibility, were convicted collectively. 
‘lhese politicians include former bosses in 
the Central Government in Berlin, heads 
of previnces, and the chiefs of counties, 
tswns and Party bureaus. About 15,000 
st inese Nazis now await sentence. 

The SA, original organization of 
Brown Shirts which became largely im- 
potent after the Roehm purge in 1934, 
was acquitted because of its unimpor- 
tance in making decisions. 

the Cabinet was held innocent as an 
organization, although members still may 
be tried individually. 

Members of the organizations con- 
victed at Niirnberg will be brought be- 
fore Allied courts, or German denazifica- 
tion boards. The judges at Niirnberg di- 
rected that penalties should be uniform. 
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@ German reaction to the verdict of 
Niirnberg shows an awakened interest in 
the fate of Hitler's followers. Most Ger- 
mans are disappointed that any of the 
ringleaders were acquitted. Allied au- 
thorities, however, find some sympathy 
for Schacht on the part of the people, 
who believe his financial ability might 
help during the current economic diffi- 
culties. 

German authorities in the American 
zone may decide to bring the acquitted 
defendants before denazification boards. 
This is to be the fate of all those mem- 
bers of the convicted organizations re- 
siding in the U.S. zone, where the anti- 
Nazi laws are most severe. These boards, 
composed entirely of Germans, are now 
in the process of passing judgment on 
every individual ever associated with the 
Nazi Party. Conviction by a denazifica- 
tion board may result in from 2 to 10 
years at hard labor, plus confiscation of 
al! property. 

For the future, trials. of war criminals 
among the Nazis are likely to be carried 
on by the occupation powers separately, 
each dealing with the prosecutions with- 
in its zone. No further trials before inter- 
Allied courts are planned, but the de- 
cisions already returned by the Niirn- 
berg Tribunal will have a far-reaching 
effect on all coming trials of Nazis. 
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WILL THE PRECEDENT ESTABLISHED HERE SET THE -PATTERN FOR ALL COMING TRIALS OF NAZIS? 
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GOVERNMENTS STRUGGLE TO EASE 
WORLD-WIDE CRISIS IN HOUSING 


Shortages growing more critical 
despite ambitious plans for building. 
U.S. better off than most countries 


Reported from LONDON, 
PARIS and WASHINGTON 


Housing shortages the world over 
are to grow more critical in the months 
ahead despite ambitious building pro- 
grams of many governments. 

In Europe, as in the U.S., the 
need for homes is increasing far more 
rapidly than new dwellings are being 
built. Returning veterans and new mar- 
riages are boosting demands for shelter. 
Construction, hampered by shortages of 
labor and material, is increasing, too, but 
much more slowly. 

The result is that doubling up of fam- 
ilies in the U.S. will reach its peak this 
winter and will not begin to decrease 
until late next year. In other countries, 
the prospects are much worse. The time 
when the need for new housing stops 
swelling and begins to shrink will not be 
reached for many years in other lands. 

European countries face not only most 
of the difficulties confronting the U. S. 
housing program but other more serious 
obstacles as well. Home building is ham- 
pered by financial problems, disrupted 
industry and transportation and the need 
to repair war-damaged houses. 

Millions of bombed-out families in 

Continental Europe still are living in 
cellars, mud huts, chicken runs and other 
hovels. Homeless families in France, imi- 
tating the British and the Canadians, are 
beginning illegally to seize vacant build- 
ings in a “squatters” movement. 
@ Britain, with 1,500,000 families 
doubled up, needs 750,000 new houses 
to provide every family with a separate 
home. Estimates of new dwellings needed 
to replace slums and regain prewar 
standards of living run between 2,500,- 
000 and 4,000,000. 

Month by month, as veterans are de- 
mobilized and new families are formed 
at a record rate, Britain’s problem gets 
worse. Only 72,133 new houses have 
been built in the last 17 months, and two 
thirds of these are temporary. 

Black markets, which divert scarce 
materials from home construction, are 
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a major problem. Factories, stores and 
amusement centers, denied materials by 
Government regulation, are major pur- 
chasers of illegal supplies. 

Labor and materials also are being 
diverted illegally for unauthorized repairs 
to damaged homes. Every fourth dwell- 
ing in Britain was damaged during the 
war. Repairs have been authorized and 
completed for only one sixth, or 630,000 
of these houses, and other homeowners 
are patching up their property by hook 
or crook. 

Requisitioning of vacant homes and 
Government buildings, which already has 
provided 91,000 dwellings, is to be 
speeded up now to forestall any more 
squatters’ demonstrations. Police have 
forced squatters out of Government 
properties in London. 

Now squatting is to be made unneces- 
sary. Owners of vacant houses are to get 
14 days’ notice to move in themselves or 
submit to requisition. Londoners with 
homes in the country must yield one of 
their two residences. 

New construction, however, is the only 
real solution to Britain’s housing crisis. 
Though results are small so far, a sub- 
stantial building program is under way. 
Contracts have been let by the Govern- 
ment and private builders for about 60 
per cent of the 750,000 houses Britain 
needs immediately. 

But houses cannot be bought from the 
shelves of department stores. The time 
lag between the letting of contracts and 
the delivery of completed houses is 
the main headache confronting Britons. 
Shortages of bricks, lumber, cement and 
scores of other materials mean endless 
delays in construction. 

Britain’s housing chief, Aneurin Bevan, 
is planning a new expedient. Superpri- 
orities are to be given for completion of 
buildings already built up to the roof 
level. A drive is under way to complete 
30,000 such houses for occupancy before 
the end of the year. Even then, a solution 


to Britain’s housing problem will be so 
far from sight that Bevan refuses to set 
any concrete goals, either quotas or dates, 
for the program. 

@ France, on the other hand, has begun 
a 10-year program to build 1,500,000 
new homes. But so discouraging are the 
prospects that one of the country’s lead- 
ing architects recently predicted that it 
would take until the year 2,000 to rebuild 
war-damaged cities. 

Five million Frenchmen were bombed 
out of their homes during the war. About 
1,000,000 homes were destroyed or 
severely damaged and 1,300,000 others 
were hit hard enough to make them 
temporarily uninhabitable. 

Wooden huts are being manufactured 
at the rate of 1,000 a month, and military 
barracks are being imported from Eng- 
land and the U.S. to provide temporary 
shelter. Rough repairs to damaged homes 
have absorbed so much of France’s 
remaining building capacity that little 
headway has been made in construction 
of permanent houses. 

The major problem is the lack of coal, 
which is holding cement production 
down to a fraction of its prewar level. 
Timber, steel and roofing materials also 
are scarce. Materials are expected to be 
more plentiful by 1948, but transporta- 
tion bottlenecks will continue to limit 
deliveries. 

Labor is so short that France is seeking 
workmen abroad. Immigration from Italy, 
Switzerland and other countries is being 
encouraged. At home, the Government is 
concerned over the advanced ages of 
skilled construction workers. Bricklayers, 
for instance, average 53 years of age. 
Little success is being had in recruiting 
younger men, who prefer the greater 
comforts of jobs in industry to the more 
disagreeable work in building trades. 

With new construction certain to be a 
long-term job, major attention now is 
being given to distribution of existing 
housing. Vacant dwellings are being req- 
uisitioned as in Britain, but the French 
are going one step further. A special tax 
is being imposed to force subletting of 
rooms in spacious homes and apartments. 
The tax rate rises sharply for each room 
in excess of one over the total number of 
occupants in the dwelling. 

@ Italy's housing program is almost 
completely bogged down by financial 
problems and general dislocation of the 
economy. Unemployment and idle capital 
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are two of Italy’s greatest headaches now, 
but the Allied-occupied country has been 
unable to devise means of funneling 
them into the enormous job of home 
building that needs to be done. 

Italians count their housing problems 
in terms of rooms. During the war almost 
7,000,000 rooms were damaged, 2,000,- 
000 beyond repair. More than 1,000,000 
rooms have been patched up, mainly by 
private enterprise, but new construction 
has been limited to about 100,000 rooms 
put up by the government and a small 
number erected by private capital. 

With rents frozen, the construction of 
apartment houses offers little incentive to 
private enterprise, and the interest rate 
on loans for private construction is more 
than 10 per cent. With inflation well 
under way, the Government, already on 
shaky ground financially, hesitates to un- 
dertake large-scale house building itself. 

Like everything else in Italy today, 
general reconstruction of the Italian econ- 
omy, which would permit a housing pro- 
gram, awaits the conclusion of the peace 
treaty at Paris. 


Ukraine —— 


@ Czechoslovakia faces similar financial 
problems but has devised a novel pro- 
gram for “sharing the wealth” to encour- 
age home building. The plan calls for 
each citizen to pay 20 per cent of his 
income for house rent. Surpluses beyond 
the actual rents would go into an equali- 
zation fund to subsidize new dwellings 
built at current high costs. 

@ Holland is considering a similar fund 
to be built up by taxes on existing rents. 
Subsidies would go directly to the con- 
tractors. But shortages of materials, 
rather than finances, are the main prob- 
lem in The Netherlands. 

Holland’s people need 240,000 homes 
to replace their war losses and make up 
for lack of building during the war. 
Thousands of families still are living in 
sheds, dugouts, pigsties and German 
bunkers. Latest figures indicate that 900,- 
000 people need new housing. New con- 
struction, mainly temporary, has provided 
shelter for only 7,000 families since the 
war. 

A 10-year plan for housing has been 
drafted, but little progress is expected 
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until materials becon.e more plentiful. 
Coal shortages are restricting brick 
production to one third of normal, 
and cement production to little more 
than one fourth of prewar consump- 
tion. Lumber, steel, lime, gypsum and 
glass, which must be imported, are in 
short supply. 

q@ All in all, the U.S., which has com- 
pleted 350,000 new homes in the first 
eight months of 1946, seems to be making 
more progress in housing than most other 
countries. 

Alone among the Western Nations, the 
U.S. has set large and specific goals for 
the immediate future—and has a good 
chance of reaching them. Construction is 
moving so fast now that next year new 
houses will be going up as rapidly as new 
families create new demand. Thereafter 
efforts will be devoted to cutting down 
the gap of 3,000,000 between the total 
number of homes available and the total 
needed. This will take a longer time. 

The U.S., like the rest of the world, 
will not have enough homes for its 
people for many years to come. 
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TRUMAN PLAN HASTENS 
PALESTINE SHOWDOWN 


Britain may be forced to reconsider 
ties with Arabs, despite possibility 
of weakening security of Empire 


Reported from WASHINGTON, 


LONDON and 


The United States Government 
now has advanced its own plan to ease 
the plight of Europe’s refugees by put- 


ting pressure on Great Britain to estab- 


lish a Jewish state in Palestine. 

The plan, released by President 
Truman on the eve of Yom Kippur— 
holiest day in the Jewish religious cal- 
endar—represents the strongest move yet 
taken by the American Government in 
the explosive Palestine question. Reac- 
tions from Jews, Arabs and the British 
Government leave no doubt that the 
American statement will hasten a show- 
down on the future of the Holy Land. 

Questions of American politics, secu- 

rity of the British Empire and world 
faith in Allied war promises all are in- 
volved in the effect of the U.S. pro- 
nouncement. 
@ The British are on notice that the 
U.S. will not consent to shelving the 
Palestine problem. Truman’s statement 
came just as the British had adjourned 
until December 16 a London conference 
with Arab representatives. The White 
House declaration that the United States 
is ready to give “immediate assistance” 
to “substantial immigration” in Pales- 
tine makes it hard for the British Gov- 
ernment to leave the matter unsolved, 
with winter overtaking the refugees now 
quartered in detention camps in Ger- 
many and Austria. 

The British are told also that the 
United States favors dividing Palestine 
into a Jewish state, an Arab state and 
perhaps an international area under Brit- 
ish control. President Truman _ thinks 
American public opinion will approve a 
Jewish state in Palestine with power to 
control its own immigration and eco- 
nomic policies. 

This conflicts with the British Govern- 
ment’s own plan to give Jews and Arabs 
in Palestine provincial autonomy but 
leaving key powers, such as immigration, 
in British hands. It also conflicts with an 
Arab plan that calls for leaving Palestine 
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undivided, governed by a legislature in 
which Jews would hold no more than 
one third of the seats. 

The British are forced to re-examine 
their ties to the Arabs of the Middle East. 
In the British view, the security of their 
oil wells, military bases and naval com- 
munications in that part of the world 
depends greatly on Arab friendship. Now 
the United States is urging Britain to 
take measures that already have been 
condemned by Arab leaders. A choice 
will have to be made soon. 

Faced with a dilemma, the British are 
disturbed that the Truman statement re- 
vives the Palestine question, after they 
had almost succeeded in postponing it 
for two months. That is why a spokesman 
for the British Government calls Tru- 
man’s Yom Kippur statement “unfortu- 
nate” and says it may “jeopardize” settle- 
ment of the problem. 

@ The Arabs are offered two American 
carrots but also are given a look at an 
American stick. 

One carrot is President Truman’s as- 
surance that, should a workable solution 
for Palestine be devised, he would be 
willing to recommend to Congress a plan 
for economic assistance for the develop- 
ment of the country. It has been re- 
ported that the President has in mind a 
loan to Palestine of $200,000,000 to be 
used in part for an irrigation and hydro- 
electric project in the valley of the River 
Jordan. 

Another carrot is the recommendation 
by President Truman that the immigra- 
tion laws of the United States and other 
countries be relaxed to admit more Euro- 
pean refugees. The Arabs have argued 
that the United States, Britain and other 
countries must absorb the bulk of Eu- 
ropes homeless Jews. Palestine is too 
small, they say, to take more than a 
token amount. 

The American stick now shown to 
the Arabs is in the declaration that 
the United States supports immediate 
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PALESTINE BARRIERS 
The problem will not be shelved 


immigration to Palestine and wants to 
see the immigrants set up in a Jewish 
state. 

This conflicts directly with every pub- 
lished policy of the Arab League, spukes- 
man for seven states with a deep interest 
in Palestine. 

@ The Zionists get powerful backing 
from America for their proposal, which 
they say is a compromise, that Palestine 
be divided into Jewish and Arab states. 
Jews in  general—Zionists or not—are 
heartened by the President’s sympathy 
for the Jewish refugees in European de- 
tention camps. 

@ In the U. S., Truman’s support for 
Jewish aspirations comes just one month 
before congressional elections. In New 
York State, the Governorship, one seat in 
the U.S. Senate and 45 seats in the U. S. 
House of Representatives are at stake. 
The influence of the President’s state- 
ment on Jewish voters in New York and 
elsewhere was pointed out by a British 
spokesman, who described the White 
House plan as being “purely for domestic 
consumption.” 

@ Practical results of President Tru- 
man’s blunt statement depend on so 
many variable factors that the final out- 
come cannot be predicted. 

Creation of a Jewish state in Palestine 
depends largely on how much pressure 
the British exert on the Arabs to make 
concessions. This in turn will influence 
the number of refugees to be given homes 
in Palestine. The President’s proposals to 
let more refugees into the United States 
and to lend money to Palestine depend 
on whether Congress maintains its in- 
terest in the problem, once the elections 
are Over. 

Relations between the U.S. and Brit- 
ain will be put to a severe test before the 
issues raised by the Truman plan are 
finally settled. 
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COALITION REGIME TAKING SHAPE 
IN CHILE TO BOLSTER ECONOMY 


Leftist leader, likely to be next 
President, calls on conservatives 
for help in fight against inflation 


Reported from Santiago 
and WASHINGTON 


A coalition administration, in 
which conservative elements are expected 
to counterbalance Communist influence, 
now is taking shape in Chile. 

Dr. Gabriel Gonzalez Videla, high 
man in last month’s Presidential election, 
is making the move toward coalition. Al- 
though he is a liberal and was the candi- 
date of a group of leftist parties that in- 
cluded the Communists, he now is mak- 
ing overtures to conservative elements 
that opposed him. 

The move toward a composite ad- 
ministration, if successful, is to submerge 
many differences that came up during 
the campaign and is to unite the strongest 
of Chile’s 10 parties in an attack on in- 
flation and other economic problems. 

Gonzalez, although he was first in a 
field of four candidates, failed to win the 
majority necessary for election. Under the 
Constitution, the National Assembly is to 
choose between him and the second high- 
est candidate. 

Dr. Eduardo Cruz Coke, candidate of 
some of the conservative elements, ran 
second and planned to make a fight for 
the Presidency in the National Assembly. 
Now, however, he indicates that he will 
not press his case. 

Gonzalez, thus, stands to win the Presi- 

dency when the National Assembly takes 
up the matter October 24. 
@ Policies of Gonzalez are to incline 
toward the left, but he is to avoid ex- 
tremes in order to win the support of 
conservative elements that control the 
Assembly. 

Inflation is to be attacked first. Prices 
now are nearly 400 per cent higher than 
they were in 1928, and they are still ris- 
ing. Want is widespread. Goods are 
scarce. The black market is active. Dollar 
exchange is hard to get. 

Gonzalez is to apply more rigid price 
controls immediately. Later, he believes, 
other parts of his program will bring 
permanent improvement. 


Industrialization is Gonzalez’ greatest 
hope. Chile now has a semicolonial econ- 
omy that is based mainly on copper and 
nitrate. When exports of these commodi- 
ties fall off, times are hard. 

Gonzalez wants to build mills to saw 
and export the extensive stands of timber 
in South Chile. He wants more fisheries 
established to exploit the abundant ma- 
rine life off Chile’s coast. He believes 
Chile should have a large steel industry. 
And he urges the establishment of fac- 
tories to turn out consumer goods, for 
which Chile now relies largely on other 
countries. 

Housing is to be built. Chile needs 
about 600,000 new units if her popu- 
lation of nearly 6,000,000 is to have ade- 
quate shelter. 

Land may be redistributed. Laborers 
and tenants, whose living standards are 
low, work the vast estates that now oc- 





cupy most of Chile’s best land. The move 
for redistribution is strong, but it will 
be opposed. 

@ Outside capital will be welcomed to 
take part in building up the country. 
For projects to be built and operated by 
the Government, loans will be sought 
from the Export-Import Bank of the U. S. 
and from the International Bank for 
Reconstruction and Development. 

Investment capital will be encouraged 
for projects that are to be privately 
owned. Gonzalez dislikes Wall Street, but 
he realizes that private capital in Chile 
is inadequate for the development that 
he has in mind. So he hopes that U. S. 
money and technicians will take part in 
establishing and operating new indus- 
tries. Normally, U. S. and Chilean capital 
will participate jointly; but in the case of 
large industries, ownership may be en- 
tirely in U.S. hands. 

A hard job is ahead of Gonzalez. 
Chile’s economic difficulties run deep and 
her political alignments are shaken easily. 
But Gonzalez developed his political skill 
to a high degree during his years as 
President of the Chamber of Deputies. 
With this skill, he hopes to weld together 
a government that will be able to solve 
his country’s problems. 





—European 


TOP MAN IN CHILEAN ELECTIONS 
Gonzalez (center foreground) greets leftists and liberals at Santiago rally 
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STATE DEPARTMENT HITS SNAGS 
IN ITS INFORMATION PROGRAM 


Shutdown of library at Belgrade 
leads to re-examination of project. 
Censorship abroad difficult obstacle 


The peacetime venture of the 
United States into the field of world-wide 
propaganda is meeting with unforeseen 
obstacles. 

Shutdown of the Belgrade library 
of the U. S. Information Service, at the 
insistence of the Tito Government, leaves 
the U. S. with an unanswered problem: 
How to supply the American point of 
view to people in countries where their 
governments cut off the official flow of 
U.S. news and opinions. 

The Yugoslav order is the first action 

against the U.S. State Department's in- 
formation efforts abroad. But officials are 
aware that the shutdown can spread to 
other countries if they take offense at 
U. S. policy. 
@ The future, thus, is being planned to 
counteract such possibilities. The follow- 
ing proposals are receiving unofficial at- 
tention in Government circles, although 
no fixed policy has been determined: 

Reciprocal firmness. One official in the 
State Department, not directly connected 
with the Information Service itself, has 
advocated that Washingon put the same 
restrictions on news correspondents, lec- 
turers, travelers and other visitors that 
other countries place on visiting Ameri- 
cans. 

Some evidence that this policy already 
has been tested came recently from Rus- 
sian correspondents visiting Japan. They 
complained that a trip, under the direc- 
tion of United States Army authorities, 
was so filled with scenic tours and official 
functions that they didn’t get an op- 
portunity to go after the stories they 
really wanted. 

One objection to the proposal of re- 
ciprocal action is that it would prove 
effective only when involving nations of 
similar size and importance. For example, 
Yugoslavia would not suffer as much from 
being restricted in the U.S. as Americans 
would in that country because Yugo- 
slavia’s propaganda program in the U. S. 
is on a small scale. 
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Increased radio programs have been 
suggested as a means of reaching the 
people of countries where American in- 
formation is restricted because it happens 
to conflict with the government's views. 

Since the war, Russia has increased her 
international broadcasting, and Britain 
has made little reduction, if any, in her 
short-wave network. The U. S., however, 
has cut overseas broadcasts by more than 
half. 

Voluntary restrictions on the types of 
information disseminated are proposed as 
a means of avoiding trouble with other 
governments. Under this plan, the dis- 
tribution of U.S. information would be 
limited to official and noncritical docu- 
mentary materials. Opponents of this 
course argue that it would be an ad- 
mission of weakness. 

@ Cause for concern is that other coun- 
tries may decide to exclude the U. S. In- 
formation Service as a means of keeping 





VIA SHORT WAVE 
America’s viewpoint is relayed 


conflicting viewpoints outside their bor- 
ders. Other Russian-dominated countries 
already place some obstacles in the path 
of the U.S. service, and the program 
would be seriously hampered if those 
governments were to take the same 
course as Yugoslavia. 

Bulgaria strictly censors material the 
U.S. Information Service distributes to 
newspapers. The American library in 
Sofia, however, continues to be popular 
and has encountered no Government in- 
terference. 

Poland imposes many restrictions that 
limit the scope of U.S. information. The 
press is controlled by the Government. 

Hungary has only a limited censorship, 
and the U.S. program is progressing sat- 
isfactorily. Prospects of success are good 
unless the Budapest Government revises 
its existing policy. 

Romania has censorship, but it is not 
seriously hindering the American pro- 
gram. The U.S. library. in Bucharest 
moved recently to a new and better loca- 
tion, and now the cultural and information 
efforts are meeting with increased success. 

Czechoslovakia permits free distribu- 
tion of American news, and the U.S. 
library is increasingly popular. 

Yugoslavia has proven the most diffi- 
cult. A sign on the front of the American 
library in Belgrade reads: “Closed by 
order of the Yugoslav Government.” The 
U.S. Ambassador in Belgrade has been 
directed by the State Department to re- 
open negotiations to restore American 
information and cultural activities, but 
the prospects of success are not consid- 
ered bright. 

The library in Belgrade was closed be- 
cause official American dispatches em- 
barrassed the Yugoslav Government, not 
once but several times. When Washing- 
ton recognized the Tito Government, the 
censored press in Belgrade carried only 
a brief announcement, but the American 
service distributed the text of the U.S. 
note, which listed criticisms of the Tito 
regime and enumerated the conditions 
attached to recognition. Later the U. S. 
library made available the text of notes 
between Washington and Belgrade fol- 
lowing the incidents in which Yugoslav 
fighters shot down two American aircraft, 
killing five fliers. 

The Yugoslav Government stopped 








publication of official notes by padlocking 
the library. The reason given was that 
the Information Service was engaging in 
anti-Yugoslav activities. The ban was 
based on a series of articles by an Ameri- 
can columnist that criticized the Tito 
Government. The columns were not sent 
to Yugoslavia by the U.S. Information 
Service and were not reproduced or dis- 
tributed by its representatives. Copies 
were made on a duplicating machine 
owned by the Information Service. 

Greece has placed no obstacles in the 

path of the American program. The li- 
brary in Athens cannot meet the demand 
for books and magazines. 
@ Radio broadcasts, beamed to coun- 
tries where censorship is severe, could 
prove valuable in presenting the Ameri- 
can point of view, but here again the U. S. 
program is encountering unexpected 
difficulties. 

The radio programs originate in the 
U.S. but are rebroadcast by British 
Broadcasting Corporation transmitters in 
England or by U.S.-owned stations at 
Frankfort and Algiers. The best of these 
relay stations is Algiers. 

During the war, the U.S. installed 
three transmitters at Algiers and since 
then has used them without interruption. 
The French haven't complained of the 
U.S. sending out propaganda from sta- 
tions on French soil, but they will not 
extend indefinitely a broadcasting ar- 
rangement that grew out of a wartime 
agreement. 

The U.S. has been assured use of the 
Algiers station until at least the first of the 
vear. Negotiations now are in progress re- 
garding a proposal that the U. S. turn the 
transmitters over to the French in ex- 
change for a guarantee of daily relay time 
over the station. 

Short-wave broadcasts, direct from the 
U.S. to Europe, are not yet considered 
practical but may be in the future. Many 
U.S. broadcasts are put on the air by 
British stations. While the British have 
co-operated with the U. S. in the informa- 
tion field, the BBC circuits to Europe are 
crowded, and besides the Americans 
would prefer to operate more independ- 
ently. 

With radio broadcasts to Europe largely 
dependent on continued co-operation of 
the British and the French, it is consid- 
ered impractical to concentrate informa- 
tion efforts on radio at this time. 
Suggestions that the U. S. voluntarily 
limit its flow of news to countries looking 
for an excuse to ban the Information 
Service are seen as defeating the purpose 
of the program. 

Therefore, in line with the present 
policy of firmness, the outlook is that an 
effort will be made to work out with 
other nations a reciprocal arrangement 
for the exchange of information, every 
consideration being given to those nations 
which co-operate fully with the U.S. 
program, 
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“CLOSED BY ORDER OF THE YUGOSLAV GOVERNMENT” 
Will voluntary restrictions prevent trouble in other lands? 
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HULL’S: IDEAS GUIDE 
AMERICAN DIPLOMACY 


Former Secretary’s policies, carried 
on by his successors, will influence 
the future course of world affairs 


The influence of Cordell Hull, 
who as Secretary of State directed the 
international policy of the United States 
for 13 years, now is being projected 
into the future relations of the U. S. with 
other countries of the world. 

Throughout his public life, Hull 
was an advocate of collective security 
and an opponent of “spheres of influ- 
ence’ for the big powers. He sponsored 
the idea that grew into the United 
Nations, because he saw in that organi- 
zation the means of insuring the peaceful 
security for which he worked. 

Hull’s policies were accepted by 
President Roosevelt and by President 
Truman. U. S. Secretary of State James 
F. Byrnes now is carrying out the for- 
mula for collective security laid down by 
Hull. 

Through direct telephones to the 
White House and State Department, and 
through frequent consultation with off- 
cials, Hull kept abreast of U.S. policy 
right up to the minute of his critical ill- 
ness last week. His public statements and 
appearances were rare, but from the time 
of his retirement early last year until the 
present, few declarations of U.S. policy 
were issued without prior discussion be- 
tween Hull and Administration officials. 

Top significance, thus, is attached to 
the statement Hull issued on his 75th 
birthday. Because he saw the differences 
among the powers pulling apart the ideas 
he developed for world security, the for- 
mer Secretary broke his long silence with 
a message that may become an important 
document in United States international 
policy. 

Hull, in his role of Elder Statesman, 
called for the re-establishment of unity 
among the Allies, particularly Russia, 
Britain, France, China and the United 
States. He told the world that differences 
among the big powers are at a critical 
and dangerous stage, that the present 
disunity cannot produce collective peace, 
and might, if left untended, bring on 
another war. 


Immediate danger visualized by the 
former Secretary is that the whole struc- 
ture of Allied unity, so laboriously pieced 
together through the years, is in peril of 
collapse. If that happens: 

Economic recovery, long a first plank 
in the Hull program, would be faltering, 
difficult and incomplete. Chances for suc- 
cess of the Hull-Clayton proposals for an 
International Trade Organization, for 
which preparatory discussions are begin- 
ning this month in London, would fade. 
The idea for the ITO grew out of Hull’s 
efforts to reduce trade barriers by means 
of the U.S. Reciprocal Trade Agree- 
ments Act, first adopted in 1934. 

The Good Neighbor policy, in the 
event of continued Allied disunity, would 
be subjected to new and severe strains. 
Conflicts of interest among the Big Three 
would be reflected in the relations of 
the Latin-American Republics with the 
United States. Solidarity in the Western 
Hemisphere was a prime objective of 
Hull as Secretary of State, and one he 
went to great lengths to build. 

Internal unity of the United States 
might not survive an open break with 
Soviet Russia. This unity, expressed in 
the form of bipartisan support for Amer- 
ican policy abroad, is a delicate plant 
brought to its present development only 
after careful cultivation. As Secretary of 
State, Hull was instrumental in the 
growth of bipartisan support from the 
seed of Pearl Harbor. 

The United Nations, and hopes for 

world peace, hinge on Big Five unity. 
The Hull statement foresees the end of 
the United Nations if present differences 
among the major powers go unchecked. 
As a principal architect of the United 
Nations, Hull was in a position to give 
expert testimony on what it is that holds 
the structure together and what may 
pull it apart. 
@ The ultimate danger is another world 
war. It is with that possibility that the 
Hull statement, given in full text on the 
opposite page, is basically concerned. 
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Text of Mr. Hull’s Appeal for World Unity 


M** OLD FRIENDS have been asking from time to 
time for my views on the trend of world affairs. 
Today, my 75th birthday, presents me with a rather 
unusual occasion for complying with these requests. It 
also offers me a good vantage point from which to look 
ahead. 

As I reflect on the course of international develop- 
ments, I am more impressed than ever by the extraor- 
dinary growth of progress of our own country. In my 
own lifetime, I have seen the influence of our nation 
steadily expand. Today it is a potent, world force in the 
cause of peace and humanity. The immense power and 
success which our country has now attained have 
brought us the opportunity for greatness and with it 
new responsibilities in the community of nations. 

The heaviest of these responsibilities, which our 
country has accepted, is that of providing our full share 
of world leadership for the attainment of international 
unity and co-operation in the service of peace, justice, 
freedom and progress. 

The acceptance of responsibility for such leadership 
is the duty of every peace-loving nation. But this is 
especially true for each of the large nations, into whose 
keeping the facts of geography and history have placed 
great agglomerations of political, economic and mili- 
tary power. 

In that desperate struggle for the preservation of 
human freedom, which we call the second World War, 
there were soul-searing moments when the very sur- 
vival of free nations and free institutions hung by a 
thread. It was then that the nations fighting for freedom 
achieved, in the face of mortal danger, an unparalleled 
unity of purpose and action both within and among 
themselves. It was then that they fully realized that 
mortal danger would always hang over the free world 
unless the peace-loving nations, before it was too late, 
established among themselves an effective system of 
relations based upon principles and rules of interna- 
tional behavior under which the appalling tragedy of 
another world war could be avoided. 

Since the end of the war, the world has been passing 
through troublesome and hazardous times. Victors and 
vanquished alike have suffered untold hardships and in- 
describable miseries. Internal political and economic 
instability and social unrest have harassed the people 
and statesmen of many nations. As a consequence of 
these and other difficulties of the transition from war 
to peace, great strains have been placed upon that 
unity of purpose and action which was so superbly 
maintained in the critical years of the war. Points of 
difference among nations have tended to loom far 
larger than the incomparably broader areas of their 
common interest. 

These are dangerous conditions and tendencies. If 
unchecked, they would undermine the international 
unity and co-operation so essential to the restoration 
and maintenance of world peace and security and to 
the advancement of human welfare. Yet their existence 
is no reason for anyone to have hesitation or doubt as 
to the true course of peace and security. 

All of this was not unforeseen. The victor nations in 
the second World War knew all along that the end of 
the conflict would bring with it issues and difficulties 


which could not be evaded. But they knew, too, that 
unless all peace-loving nations were prepared to meet 
these issues and to solve these difficulties in the spirit 
of unity and through co-operative action, the end of the 
war might well be followed by political and economic 
chaos from which the world could not recover for gen- 
erations. 

As I look ahead, it is perfectly clear to me that all 
nations must, with wholehearted devotion, continue to 
base their relations upon the paramount fact that the 
primary interests of each of them alike lie in the as- 
suring of its security in a world at peace and the foster- 
ing, in such a world, of the economic and social well- 
being of its people. They must never fail to act on the 
principle that these great common interests cannot be 
attained except by the practice of justice and fair deal- 
ing toward each other and through mutual confidence 
and mutual respect. 

So long as the governments and the peoples keep 
their eyes fixed on their common interests and are re- 
solved to act in accordance with this manifest principle, 
they will find ways to adjust their differences. 

Only if each nation is united within itself behind 
policies designed to promote these common interests, 
and only as the nations continuously co-operate with 
each other in support of those interests, can we assure 
—for ourselves and for those who come after us—en- 
during peace and free institutions. Only thus can we 
have a world order ruled by enlightened reason and 
just law rather than by stark terror and brute force. 

During the war, our nation and each of the other 
large nations exerted its share of leadership both in 
effecting wartime unity and in laying the foundation of 
continued unity of all peace-loving nations in the post- 
war period. Not since the darkest days of the war has 
it been so necessary as now for the United States, Great 
Britain, the Soviet Union, China and France to work 
together. 

A special responsibility still rests upon these nations 
to exercise jointly, both inside and outside the United 
Nations organization and other machinery of interna- 
tional arrangements, world leadership toward unity and 
co-operation among all nations. Achieving and main- 
taining that unity and co-operation must continue to 
be the predominant duty of statesmanship. 

No matter how laborious the task, if the large nations 
can agree and act together to that end, then there is 
hope that our military victories of a year ago will be 
turned into enduring peace. Incalculable disaster would 
result if these nations should become irreconcilably 
divided, either within or among themselves. 

There is an overwhelming need today for every one 
of the United Nations, whether large or small, to keep 
faith with those ideals of a brotherhood of peace, justice 
and freedom which inspirited our wartime unity and 
our wartime efforts to insure unity among us after 
victory. 

All mankind will be eternally grateful to those states- 
men who follow this course unswervingly and thus 
demonstrate their courage, their ability and—above all— 
their unyielding devotion to peace and humanity at one 
of the most perilous junctures in history. I am confident 
that man will not fail his fellow men in this crucial test. 
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(The United Nations was estab- 
lished in the high hope that it would 
unite all nations in one world dedi- 
cated to peace, security and the ad- 
vancement of mankind. Events of the 
past two years have brought into 
question the possibility of attaining 
such a world in the foreseeable future. 
There has been public discussion of 
the probability that the Soviet Union 
and its satellites, notwithstanding 
their protestations to the contrary, 
will not co-operate in achieving a 
united world. With this probability in 
view WORLD REPORT presents a 
brief analysis of how and to what ex- 
tent a division of the world in two 
parts would affect the prospects for 
world security and progress.) 


HE CONCEPT of “two worlds” is a de- 

velopment so recent and so unique 
in history that to study its implications 
is to enter an unexplored field, without 
the light of previous experience. It is 
particularly important, therefore, to 
clarify our ideas as to just what these 
two worlds are. 

The Soviet world as at present con- 
stituted extends from Bering Sea and 
the Kurile Islands on the east to the 
Adriatic Sea and the Russian zones of 
Germany and Austria on the west. It 
comprises 9,000,000 square miles and 
270,000,000 people—roughly one fifth 
of the world’s land and one eighth 
of its population. It includes 6 of the 
50 members of the U.N. 

This Soviet world is firmly under the 
control of the Soviet Union, which, 
next to the U.S., is the most powerful 
nation. Its satellite states enhance this 
dominant position by their man power, 
their resources, and their strategic value 
as defensive areas, but they will require 
years of development to approach their 
full possibilities for strengthening the 
Soviet world. The Soviet world is the 
largest and potentially the most self- 
sufficient part of the globe ever to 
be: united under one central and _ all- 
powerful authority. 

The policy of the Soviet world is 
dictated by the policy of Russia. This is 
a twofold policy of national aggrandize- 
ment and world-wide communism. The 
strong nationalistic policy takes the 
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CAN ‘TWO WORLDS’ LIVE 
IN PEACE AND SECURITY? 


form of minimum co-operation in the 
U.N. and in the peace settlement, a 
general line of going as far as possible 
without forcing an open break. The 
policy of spreading communism mani- 
fests itself in persistent and methodical 
infiltration in all countries. In general, 
Soviet policy is looked upon by the 
democratic states as being active, ag- 
gressive, and unfathomable in the limits 
to which it will go. 

Judged by the standards of the U. S. 
and Great Britain, Russia and the other 
nations of the Soviet world are under- 
developed. In Europe, they have suf- 
fered vast damage from the war. The 
Soviet world requires, and in an un- 
fettered world economy, could obtain 
the equipment, goods, and services, 
which it sorely needs. The reconstruc- 
tion and development of the Soviet 
world are far more dependent on the 
other great powers than is their well- 
being dependent on Russia. Obviously, 
if the Soviet world undertakes a self- 
contained economy, her development 
will proceed much more slowly than it 
would with free access to the rest of the 
world. 


NON-SOVIET WORLD 


The second of the “two worlds” is 
variously referred to as the Western 
World, the Capitalistic World, the 
Democratic World, or the World of Free 
Enterprise. None of these titles is ac- 
curate. If we divide the globe into two 
worlds—one of which is Soviet con- 
trolled, then the other is merely non- 
Soviet. Some four fifths of the area and 
seven eighths of the population of the 
world constitute this non-Soviet world. 
But it is in no sense a well-defined and 
effective unit of power and policy like 
the Soviet world. India, Southeast Asia, 
the East Indies, and most of Africa are 
but dimly conscious of the Soviet world 
—and they contribute little to the nations 
that would oppose it. In fact, they prob- 
ably constitute an element of weakness 
as being the areas most vulnerable to 
Soviet-Communistic penetration. 

Actually, the second world consists 
of those nations under the leadership 
of the U.S. and Great Britain, which 
are opposed to a further extension of 


the Soviet world. But even in this group 
the character and extent of such opposi- 
tion varies widely—from the firm resist- 
ance of great Britain in the Middle East 
to mere passive disagreement with the 
Soviet system in Latin America. While 
the nations of this group are united in 
varying degrees in their concern as to the 
intentions of the Soviet, they neverthe- 
less have many divergent and conflict- 
ing policies and interests—a condition 
which does not exist in the Soviet group. 
The states of the Arab League, in the 
Middle East, for example, fear the ad- 
vance of Russia, but they also view with 
apprehension the intention of Great 
Britain to maintain her paramount 
strategic position in that area. 

The states of Western Europe, includ- 
ing Italy and the non-Russian zones of 


Germany and Austria, are conscious of | 


the threat involved in an expansion of 
the Soviet world, and for the present 
they look to the westward and support 
he powers opposing Russia. But, located 
as they are between the leaders of the 
two rival worlds, they are exposed to 
the more aggressive manifestation of 
Soviet policy, and they must keep an 
eye to the eastward also. They cannot 
always be counted upon for the Anglo- 
American type of consistent opposition 
to Soviet expansion. 

In both the U.N. and the field of 
direct diplomatic action, the U.S. and 
Great Britain are the leaders and the 
dominating powers, in opposition to the 
Soviet group. For Great Britain, opposi- 
tion to Russia’s apparent intentions is 
merely the instinct of self-preservation. 
For the U. S., the situation, though less 
of an immediate threat, is basically the 
same. The U.S. and Great Britain will 
work well together as leaders of the 
second world but they will encounter 
the differences and difficulties inherent 
in dual leadership—something which 


cannot exist in the Soviet world. It may © 


be assumed that the effectiveness of 
U. S.-British co-operation will increase 
with the necessity for firmer resistance 
to an aggressive Soviet policy. 

In practically all other factors which 
go to make up the power of nations, and 
their ability to survive, the active mem- 
bers of the non-Soviet world constitute 
a more powerful combination than the 
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Numerous Factors Pull the Opposing Blocs 
Together, but Others Hold Them Apart 


Soviet bloc. This is particularly true as 
regards industrial capacity, naval 
strength, the atomic bomb, and the im- 
ponderables of a more advanced de- 
velopment. 

The basic policy of the leaders of the 
non-Soviet world is to maintain their 
national security, within the framework 
of the U. N. and to support and develop 
its principles. As a concession to realities 
they are willing to accept the Russian 
concept of how U.N. principles should 
apply within the Soviet world. They are 
determined, however, to prevent insofar 
as possible a further expansion of that 
world. 

They would like to eliminate aggres- 
sive communistic activities in their own 
countries, while obtaining some oppor- 
tunity to present democratic ideas and 
information behind the iron curtain. 
The former is most difficult in a free 
country, the latter almost impossible 
in the Soviet. 


CHANCES FOR PEACE 


In broad outline, these are the charac- 
teristics of the two worlds which appar- 
ently are in the process of formation. 
What is to be expected from them as 
to the security and progress of the world 
as a whole? 

It is to be assumed that the non- 
Soviet group will not attack the Soviet 
group, except as a last resort and in 
self-defense. It would seem also that no 
substantial changes will be made in the 
extent and composition of the two 
groups, by mutual agreement. This two- 
world condition will either stabilize into 
a workable arrangement, develop into 
an armed truce, or lead to open conflict 
between the two groups. 

' The concept of the Soviet and the 
non-Soviet world existing peacefully 
side by side for a considerable period 
presents numerous doubts and difficul- 
ties. It is, nevertheless, not impossible. 

While such a situation was never con- 
templated by the U.N. it could exist 
within that structure, without shattering 
it. The non-Soviet states would probably 
exist and develop as a separate group 
more effectively than the Soviet group. 
On the other hand the latter might 
eventually attain a degree of self-suffi- 


ciency which would be acceptable to 
its rulers and its policies. 

The great hope of those who contem- 
plate this peaceful and stable division 
of the world is that with time and ex- 
perience the conflicting ideologies and 
political systems of the two groups 
would tend to approach each other and 
to level off under conditions which 
would ultimately bring them together. 

On the other hand, there are two 
great difficulties apparent in this idea of 
two stable worlds side by side. These 
arise from the Soviet dual policy of 
national aggrandizement and of spread- 
ing world-wide communism. Because of 
the former no nation could be expected 
to trust Soviet intentions without ade- 
quate safeguards. Because of the latter 
the nations of the non-Soviet world 
would always be at a disadvantage— 
since no corresponding course of action 
is open to them. 

The resulting situation might well be 
a state of armed truce—with each nation 
taking all practicable steps against the 
spread of communism within its borders. 

The remaining possibility is that the 
Soviet policy of aggressiveness and ex- 
panding pressure, threatened or actual, 
would continue. It is this which deeply 
concerns world peace and security. 

The four critical areas in which such 
difficulties may arise are the Balkans, 
Middle East, Germany, and China. 

Should Russia undertake to expand 
in Trieste, Greece, or the Middle East, 
it is to be presumed that the U.S. and 
Great Britain would resist by all means 
at their disposal, including meeting 
force with force. It is not impossible 
that hostilities of this kind might be 
localized for a while, but not for long, 
and in either case any hope of immedi- 
ate world peace and security would 
have vanished. 

In the Central European area the 
situation would be different. If Russia, 
as seems possible, insists on a divided 
Germany, with the present Russian oc- 
cupied zone a Soviet-dominated state, 
the U.S., Great Britain, and France 


would have to reluctantly accept the 


accomplished fact. They would have 
to be prepared, however, to resolutely 
defend Western Europe against any 
further Soviet advance. 


As regards China and the Far East, 
the situation is less clear. Certainly the 
U.S., with Great Britain in support, 
would oppose by all means short of 
force Russian advance into Manchuria, 
North China, or Korea. Whether they 
would oppose force with force would 
be decided by the circumstances at the 
time and the extent to which Russia’s 
advance actually threatened Japan, or 
the Philippines. 

In any case, it is apparent that ag- 
gressive action by Russia in any one 
of these critical areas would result in 
the Soviet nations being forced out of 
the U.N. 


CONCLUSIONS 


In conclusion we may summarize 
the “two world” situation as follows: 

(1) The Soviet world while much 
the smaller would have the advantages 
of being a contiguous group of nations, 
potentially self-sufficient, united under 
one central authority, with a definite 
and strong policy. 

(2) The non-Soviet world, on the 
other hand, while larger, more popu- 
lous, more _ self-sufficient, and more 
powerful, would be a group of nations, 
with widely different interests and poli- 
cies, under the undefined and imperfect 
leadership of the U.S. and Great Brit- 
ain in carrying out a defensive policy 
of opposing Soviet aggressiveness. 

(3) These two worlds could exist 
side by side within the U.N. structure 
in varying degrees of isolation. To the 
extent which Russia modifies her pres- 
ent lack of co-operation—her recon- 
struction and development would be 
advanced. To the extent which she 
minimized that co-operation, she would 
retard her development. Under the most 
favorable conditions there would be 
hope that with time the two systems, 
under pressure of mutual advantage, 
would tend to approach each other, 
and ultimately break down most of the 
barriers between them. 

(4) Should the Soviet world con- 
tinue its present policies while remain- 
ing within its present boundaries, there 
will of necessity exist an armed truce 
between the two worlds. 

(5) Should the Soviet undertake 
forceful aggression in the Middle East, 
at Trieste or west of the Elbe, or in 
the Far East, armed conflict will ensue. 
There is a possibility that such a con- 
flict may be limited to the areas in 
question, but if not promptly resolved, 
it will eventually bring on a world war. 
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Soviet Army Outnumbers Western Troops by Nearly 2 to 1 


The power behind Molotov’s diplomacy in 
Paris is shown in the strength of the Soviet 
Army in Europe west of the Russian frontier. 
Although 18 months have passed since the end 
of hostilities, nearly a quarter of the Russian 
military strength of approximately 8,000,000 
men that crushed Germany from the East re- 
mains outside the U. S. S. R., concentrated in 
Germany and Southeastern Europe. 

The United States—a military power in Eu- 


rope second only to Russia on V-E Day—has 
sent home about 90 per cent of its forces. 
American troops still in Europe consist of con- 
stabulary forces in Germany, Austria and Italy 
and a large number of maintenance and ad- 
ministrative troops handling such matters as 
surplus equipment and graves registration. 
Both Britain and France still have sizable 
forces in Europe. Both countries are using their 
occupation armies to train regular army troops. 
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U.S.A. 
381,020 


315,000 in Germany 
15,000 in Austria 
50,000 in Italy 

1,020 in Iceland 
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FRANCE 
140,000 


110,000 in Germany 
30.000 in Austria 





FORCES IN EUROPE 


RUSSIA 
1,820,000 


750,000 in Germany 
70,000 in Austria 
250,000 in Poland 
750,000 in Hungary, 
Romania and Bulgaria 
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BRAZIL SEEKS BRITISH EQUIPMENT 
TO SPEED HER INDUSTRIALIZATION 


Inability of the U. S. to supply 
the products needed forces South 
American nation to shop elsewhere 


Reported from SAO PAULO, 
LONDON and WASHINGTON 


Brazil, unable to obtain in the 
U. S. all the equipment she needs for 
her lagging program of industrialization, 
now will shop in the United Kingdom. 

An official mission from Brazil 
will arrive in London soon to place or- 
ders. In making its purchases, the mission 
hopes to draw on $200,000,000 worth of 
sterling credits that now are blocked. 

Brazilians expect, thus, both to 
speed up their lagging industrial pro- 
gram and to take advantage of their ster- 
ling balances that now are frozen. The 
result will be business for Britain that 
might otherwise have gone to the U. S. 

Brazil is going all-out for industriali- 
zation now because she sees in it the 
means of reducing her reliance on coffee 
exports, formerly the source of her eco- 
nomic life. Brazil began to industrialize 
seriously in the 1930s, after having de- 
pended throughout her history on outside 
sources for most of her manufactured 
goods. She intensified this development 
during the war, when imports were cur- 
tailed drastically. At that time, her manu- 
factures passed her agricultural products 
in value. Brazilian factories in 1943 em- 
ployed an estimated 1,500,000 persons, 
three times as many as in 1930. 

“Brazil's wartime drive for industriali- 
zation now is followed by a postwar cam- 
paign intensifying the trend,” Bernard S. 
Redmont, staff correspondent of World 
Report, says in a dispatch from Sao 
Paulo, the industrial center of Brazil. 

“If successful, it is to raise the living 
standards of the people and create a need 
for imports far in excess of anything con- 
templated heretofore. This is the belief of 
many Brazilian businessmen and business- 
men, industrialists and financiers from 
abroad in Rio de Janeiro and Sao Paulo. 
With more equipment, they expect to 
double or even triple Brazil’s industrial 
capacity.” 

@ Flow of goods from the U. S. to 
Brazil for industrial plants has picked up 


26 « WORLD REPORT 


some since the end of the war, but it 
still falls far short of requirements. Ship- 
ments of industrial machinery during the 
first half of 1946 were worth $24,000,000, 
an increase of only $3,500,000 over those 
in the first half of 1945. 

Obstacles to larger shipments to Bra- 
zil grow out of shortages within the 
U.S. Strikes and scarcities of materials 
have curtailed the output of many U. S. 
manufacturers. 

Some manufacturers are channeling all 
their products into the hungry market at 
home now, believing that they can sell 
abroad later. Others, willing to ship part 
of their output outside the U.S. in order 
to establish markets abroad, are finding it 
difficult to apportion their exports among 
the countries eager to buy them. 

Unwillingness of the Civilian Produc- 
tion Administration of the U. S. to license 
certain exports also is holding up some 
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shipments. In certain cases, these sales 
were arranged and the manufacturing of 
the goods was authorized under special 
licenses granted by the old Foreign Eco- 
nomic Administration. 

Now the equipment has been manu- 
factured and is ready for shipment. But 
the CPA last summer canceled special 
licenses and required that new applica- 
tions be filed. Brazilian officials say that 
the CPA has refused to license the export 
of some equipment that is now on the 
docks in New York awaiting shipment 
and that Brazilian factories cannot oper- 
ate without it. 

@ Brazil’s new industries need ma- 
chinery now. Equipment for steel and 
iron plants is the most urgent. 

Most spectacular development in this 
field is the National Steel Company’s 
plant, near Rio de Janeiro. Financed by 
the Brazilian Government, the U.S. Ex- 
port-Import Bank and private investors, 
this property was constructed under 
U.S. technical direction and equipped 
with U.S. machinery. Industrial con- 
struction and equipment cost $95,000.- 
000. Building of the town of Volta Re- 
donda, to house the workers, and the 
furnishing of working capital have raised 
the total outlay to nearly $125,000,000. 
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AIRPLANE MOTORS ARE MADE WITH AMERICAN MACHINERY 
Development of factories like this will raise Brazilian living standards 
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Operations now are at a reduced capacity. 
Brazilian officials say the plant cannot run 
efficiently without more equipment and 
spare parts, as well as U.S. coal to mix 
with that obtained in Brazil. 

Ultimately, technicians expect the 
plant to produce 1,000,000 tons of steel 
annually. This is half enough to supply 
all Brazil’s needs and nearly 10 times as 
great as prewar Output of steel in Brazil. 

Deposits of iron ore, considered among 
the largest and richest in the world, also 
are to be developed when equipment be- 
comes available. These deposits are at 
Itabira, Minas Geraes. 

Factories to manufacture and rebuild 
railway cars, one of Brazil’s greatest 
needs, have been constructed, but they 
cannot operate satisfactorily until they 
get materials and more equipment out- 
side Brazil. 

The National Motors Factory, at Rio 
de Janeiro, also has a part in Brazil’s in- 
dustrial program. Built with U.S. help 
during the war for the purpose of 
strengthening Brazil's defense, it was de- 
signed to produce daily four motors of 
450 horsepower each for the Brazilian 
Air Force. Now, motors of this kind are 
in little demand. 

European capitalists have shown in- 
terest in taking over the plant but cannot 
do it under the Lend-Lease agreement 
with the U.S. Plans are under study to 
use the plant for producing modern mo- 
tors, for making textile machinery or for 
assembling tractors from U S. parts. Any 
of these uses will require the installation 
of new machinery. 
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VOLTA REDONDA: BRAZIL’S MODERNIZED PITTSBURGH 
The plant cannot operate at full capacity without additional equipment and spare parts 


Chemical production also is receiv- 
ing attention. A plant to produce caustic 
soda now is projected for construction at 
Cabo Frio, near Rio de Janeiro. This 
plant, to be operated by the National 
Salt Institute, would utilize limestone or 
salt, as well as ammonia liquor from the 
steel plant at Volta Redonda. The Bra- 
zilian Government will request U.S. 
financial help for this project and hopes 
to be able to get U. S. equipment for it. 

Paper is to be produced by a privately- 
owned plant now nearing completion in 
the State of Parana. The production goal 
is 40,000 tons of newsprint and 40,000 
tons of sulphite annually, as well as kraft 
and pulp board. This output is expected 
to meet most of Brazil’s paper require- 
ments. The plant cannot go into oper- 
ation, however, until it gets additional 
machinery. 

@ Older industries, too, are begging for 
equipment. 

The outstanding example is the cotton 
textile industry. Brazilian mills have more 
than trebled their production of cotton 
cloth since 1940. They have supplied 
most of the country’s needs and have ex- 
ported large quantities. Most of their 
equipment is old and inefficient. The 
more progressive owners of mills are try- 
ing to get new machinery. U. S. exports 
of textile equipment to Brazil in the first 
half of 1946 had a value of $1,500,000, 
nearly four times as great as in the first 
half of 1945, but shipments are far below 
requirements. 

There is a demand for new equipment 
for woolen mills, shoe factories, sugar 
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mills, cement plants, glass factories, lum- 
ber mills, rubber factories and chemical 
plants. 

@ British trade with Brazil in peace- 
time has been important to both coun- 
tries, but neither has been the best custo- 
mer of the other. In 1937, Brazil obtained 
only 12.1 per cent of her imports from 
the United Kingdom, as against 23.9 
per cent from Germany and 23.1 per cent 
from the U.S. That year, the U.S. took 
36.4 per cent of Brazil’s exports, while 
17.1 per cent went to Germany and only 
9 per cent to the United Kingdom. 

Now, the United Kingdom is culti- 
vating the Brazilian market anew. British 
exports to Brazil, seriously curtailed dur- 
ing the war, have reached a rate more 
than 25 per cent above the 1938 level. 

Although the United Kingdom has not 
agreed definitely to free the blocked 
sterling, preliminary discussions of the 
subject have convinced the Brazilians 
that they will have access to these bal- 
ances. If their expectations are borne out, 
they hope to be able to use the entire 
amount to arrange for purchases of ma- 
terials, chiefly machinery. 

Brazil’s preference is to deal with the © 
U. S., traditionally her best customer. She 
likes U.S. products and respects U. S. 
technical skill. But her need for equip- 
ment is urgent. She therefore wants to 
make heavy purchases in the U. K. 

The British, thus, look forward to 
deepening their foothold in the Brazilian 
market. But the U.S., as Brazil’s best 
customer, can-expect to continue to hold 
the No. 1 place in Brazil’s external trade. 
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SYNTHETICS FORCE 
RUBBER PRICES DOWN 


British and Dutch growers agree 
to 3%-cent cut to meet threat from 
artificial products made in America 


Reported from SINGAPORE, 
LONDON and WASHINGTON 


The threat of synthetic rubber as 
a competing commodity has started to 
drive down the price of natural rubber. 

First evidence of a showdown be- 
tween the two products is that the British 
and Dutch are finding it necessary to 
cut their rubber prices 3% cents a pound 
to get the U.S. to buy an additional 
210,000 tons by the end of 1946. 

The Anglo-Dutch hand has been 
forced by the unexpectedly rapid come- 
back of production in the Far East, 
where big supplies are accumulating. 
The U.S. is the only market capable of 
absorbing large amounts of natural rub- 
ber at present. But the U.S. also has a 
huge synthetic rubber industry that she 
can call on, if necessary, to fill most of 
her needs. It was this bargaining advan- 
tage that brought the price down. 

Biggest of the rubber deals just con- 
cluded is with the British, involving 200.,- 
000 tons. It represents a reversal of the 
price policy that boosted the cost of rub- 
ber to 23% cents a pound in midyear. And 
the lower price of 20% cents means a 
saving of some $13,000,000 to the U. S. 

Together, the British and Dutch agree- 

ments enable the U.S. to increase its 
total purchases of natural rubber in 1946 
to between 400,000 and 500,000 tons, as 
against some 130,000 tons in 1945. The 
new 1946 total compares favorably with 
peacetime imports of 458,000 tons in 
1938 and 557,000 tons in 1939. How- 
ever, U.S. consumption now is running 
at twice prewar rate, so the big questions 
are: How will natural and synthetic rub- 
ber share this market in the tuture, and 
what will their rivalry do to prices? 
@ The price issue already is producing 
some interesting estimates. Synthetic rub- 
ber now is selling for 18% cents a pound, 
but experts in the industry say it soon 
can be marketed profitably at from 15 to 
17 cents a pound because of improved 
production methods. Ultimately the price 
will be even lower. 
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Owners of the big rubber estates in 

Malaya, on the other hand, insist that 
they cannot produce natural rubber for 
less than about 22 cents because oper- 
ating costs are much higher now than 
before the war. This view is challenged 
by some economists, who hold that with- 
in a few years producers in the Far 
East will be able to market their rubber 
at 10 cents a pound, and synthetic rub- 
ber will be in need of tariff protection 
or subsidy. 
@ The outlook for markets is dominated 
by the fact that the world, within a few 
years, will be able to produce twice as 
much rubber as will be needed at the 
forseeable rate of consumption. 

By 1950, Far Eastern sources will be 
able to produce an annual crop of 1,500,- 
000 tons of natural rubber. Capacity of 
the synthetic rubber plants of the world 
will be about the same, so theoretically 
3,000,000 tons will be available. Against 
this, the total world demand for both 


natural and synthetics will be only 1,500,- 
000 tons. 

Actual production, as distinguished 
from capacity, will modify that picture. 
The U.S., for instance, plans to keep a 
substantial portion of its synthetic in- 
dustry on a stand-by basis, and growers in 
the Orient may act to regulate their out- 


put. But signs of a coming surplus are 7 


unmistakable. 

A long-range program of government 
controls to cope with the situation al- 
ready is being discussed. One high U. S. 


official expects rubber “to be in a mess — 


for a long time to come.” 

@ Solution of this basic problem and 
the accompanying conflict of prices will 
be a complicated task. 

Natural rubber prices have had a 
dizzy history. Since World War I they 
have gyrated from a peak of $1.23 a 
pound in 1925 to a low of 3 cents in 1932. 

But synthetic rubber has eliminated 
the likelihood of such violent fluctuations 
in the future. 

The coming fight for markets, both 
sides agree, will be decided on price and 
quality, and both sides are confident they 
can offer the most attractive combination 
of these two elements in the long run, 
except for some specialized products. 

However, there still are important im- 
ponderables in the picture. Rubber ex- 
perts are asking whether t] ¢ public will 
prefer a product in natural or synthetic, 
once both are available. It still is un- 
certain which type rubber is better suited 
for certain purposes. The specialists still 
do not have satisfactory answers to such 
questions, but count on seeing them 
worked out when both types are plentiful 
and selling at much lower prices. 
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—American Red Cross 


KOREA is a divided land, with Russian sentries north of the barrier (center) and Americans on the south. Contact is rare. 


KOREA WAITS FOR INDEPENDENCE 


} ape today is an unhappy example of how 
Russia and the United States do not get 
along together. 

An ancient “Hermit Kingdom,” Korea endured 
Japanese occupation from 1909. She was vital to 
Japan’s war industry and control of East Asia. 

At Cairo in 1943, President Roosevelt, Prime 
Minister Churchill and China’s Generalissimo 
Chiang Kai-shek agreed to set Korea free. At the 
Yalta Conference in 1945, Russia seconded this 
decision and it was agreed that Japanese troops 
should surrender in the north to Russia, in the 
south to the U. S. The 38th parallel was to be the 
dividing line. 

Japan surrendered before U.S. troops reached 
Korea. Local patriots, mostly Communists and 
Socialists, set up a provisional government and 
ran the country until outside help arrived. Russian 
troops, upon entering their half of Korea, cleaned 
out the Japanese, jailed collaborators and ap- 
pointed Korean officials from Korean Communists 
and local patriots educated under Russian super- 
vision. U. S. forces, not prepared for the sudden 
surrender, used Japanese temporarily to keep order 
in Southern Korea until reliable Koreans could 
be found. Korean leaders who came from exile 
abroad clashed with the local left-wing groups. 
Attempts to bring political parties together failed. 

At the Moscow Conference last year, the Big 
Three promised Korea speedy unity and inde- 
pendence, delayed, perhaps, by a trusteeship for 
five years. Most Koreans condemn the trusteeship 
idea. Meanwhile, unity between the parties and 
the zones has made no progress. 
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INDUSTRY of Korea is mainly in the Russian zone, a fact 
that gives the Soviets a big bargaining point. Japanese 
owned about 80 per cent of Korean real and industrial 
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—European 
FARM LAND, pare rice fields, is a burning issue. 
Japanese owned half the land. Only 25 per cent of Koreans 
owned the land they tilled. Now they want land reforms. 
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—International 
property, developed modern plants such as this silk mill. 
apanese-owned property in the U.S. zone is being held by 
the Military Government. Final disposal is not decided yet. 


—Monkmeyer 
FISH, as in Japan, forms staple part of diet of seacoast 
population. This sardine factory typifies wealth Korea 
derives from its long coast line, now mostly in U. S. hands. 
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—U. 8, Signal Corps 
SURRENDER in Korea Sept. 9, 1945, ended 36 years of joy turned to dismay when U.S. briefly retained Japanese 
sauna rule there, marked by severe repression of officials as stopgap administrators for Korea. Since then, 


orean nationalism. Koreans were jubilant at liberation, but the honeymoon atmosphere never has been re-established. 
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JAPANESE then were moved speedily out of Korea. Enemy back to their home islands. Scene above shows these 
soldiers were disarmed and shipped home. Japanese civilians civilians submitting to bageage search by U.S. guards 
who had settled in Korea in large numbers were ordered prior to boarding ships for the return voyage to Japan. 
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—International 
(1) AMERICAN policies are carried 
out by Lt. Gen. John R. Hodge in 
Korea, reporting to Gen. MacArthur. 


—U. 5S. Signal Corps 
(5) EDUCATION is an aspect of U. S. 
rule to which no Koreans object. Boys 
in public school at Seoul study radio. 


American 
shel a 42k boy 
gala. 
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(7) ENGLISH is taught now in Korean schools south of 
the 38th parallel. While Japan ruled the country, the native 
language was suppressed, but Korean literature is beginning 
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(2) OPPOSITION to U.S. policies 
comes from the People’s Party and Com- 
munists like Ki Tau Kim, shown here. 


> 
|| 


—Acme | —International 


(3) FRIENDLY to American policy 
are conservatives like Sung Soo Kim, 
chairman of the Democratic Party. 


—Acme 


(6) SPORTS are an American characteristic that Koreans admire greatly. Keen 
interest is written on the faces of these young Koreans as a U.S. infantryman 
shows the proper manner of handling a football. Koreans now also play baseball. 


—U. 8. Signal Corps 
to bud again. An American officer here leads an English 
class in Seoul. Legend on the blackboard expresses pol- 
icy of Military Government to win Korean friendship. 





(4) STRUGGLE for power in Korea basically is between 
left-wing parties that ran Korea for a month before American 
troops arrived, and veteran politicians, many of whom lived 


—U. S. Signal Corps 
in exile during Japanese occupation. Outstanding former ex- 
iles, now co-operating with UV. S. forces, are (1. to r.) Dr. Kiu- 
sic Kim, Dr. Syngman Rhee and Kim Koo. Rhee lived in U. S. 
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(8) BIG THREE announcement of five-year trusteeship for 
Korea resulted in this demonstration through the main street 
of Seoul. The protest was staged by the conservative parties. 


—International 
(9) LEFT-WING KOREANS, also against trusteeship, staged 
separate mass meeting to show approval of Big Three deci- 
sion that Korea should be self-governing as soon as possible. 
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—U. S. Signal Corps sf 
(10) GEN. HODGE has met twice with Col. Gen. Terentyi 
Shtikov, Russian commander in Korea, but they did not 
agree on unification or other steps toward independence. 
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HE U.S. HAS entrusted many difficult 

assignments to George Catlett Mar- 
shall in his long and brilliant career, 
but none has ever called for the consum- 
mate patience and tact that his mission 
to China requires. . 

Restoration of national unity in China 
may seem no nearer today than it was 
last December, when Marshall arrived in 
Chungking to take up his duties as Special 
U.S. Envoy, but he keeps working away 
perseveringly. He said at the outset that 
he’ expected the task of reconciling the 
Chinese factions to take some time. 

Marshall’s confidence in the ultimate 

success of his mission has been shaken 
now and then, but it has never left 
him. Army associates say he has just the 
right degree of stubbornness for the job 
he has undertaken, and they note he has 
a record for seeing things through. 
@ A great general, Marshall has been 
ranked by President Truman as the lead- 
ing commander produced in all military 
annals. Specifically mentioning Alexander, 
Hannibal, Genghis Khan and Napoleon, 
Mr. Truman said none of them had any- 
thing approaching the task facing Mar- 
shall in World War II. 

Future historians may modify this 
evaluation, but the record of General of 
the Army Marshall’s accomplishments as 
U.S. Chief of Staff speaks for itself. 

When he assumed that office on Sept. 
1, 1939—the day Germany invaded Po- 
land—the U.S. had an Army of only 
174,000 men. Marshall built it into a 
fighting machine of 8,300,000 by V-E 
Day. He deployed it on every continent, 
kept it the best supplied in the world and 
directed it in prosecuting the best con- 
ducted war the U. S. ever has waged. 

As the U.S. Army member of the 
Anglo-American Combined Chiefs of 
Staff, Marshall played a dominant role in 
charting the broad strategy and timing 
of the campaigns in both Europe and 
Asia. The strategic planning was out- 
standing because, once the Western Allies 
took the initiative in 1942, no major re- 
verse or defeat interrupted the march 
toward final victory. 

Marshall’s tour of duty as Chief of Staff 
was the keystone of a military career 
that began in 1902 when he entered the 
Army as a second lieutenant of infantry 
after graduating from Virginia Military 
Institute. Within a few years, top men of 
the Army were saying: “Keep your eyes 
on George Marshall. He is the greatest 
military genius of America since Stone- 
wall Jackson.” 

When World War I came, Marshall 
demonstrated as a staff officer that he had 
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MARSHALL: 





A GREAT GENERAL 
Sees things through 


remarkable ability. General John J. Persh- 
ing, commander of the American Expedi- 
tionary Forces in France, paid high 
tribute to his ability and selected him 
as an aide after the Armistice. 

The beginning of World War II found 
Marshall in the position in which he 
could best serve his country, but, once 
victory had been achieved, he planned 
to retire to his Virginia farm. These plans 
were dashed when President Truman 
asked him to undertake the China mission, 
and George Marshall accepted the ap- 
pointment, to use Mr. Truman’s words, 
“like a good soldier.” 

@ Diplomacy, such as the mission re- 
quired, long has been one of Marshall’s 
fortes. Best evidence of that is the fact 






































Soldier Turns Diplomat 


that he was the only top official in a most 
trying period of U.S. history to do a 
Herculean job without creating a vehe- 
ment camp of enemies. 

No fuss-and-feather soldier, Marshall 
has little in common with the dashing, 
stereotyped hero of military legends. He 
dislikes the martial frills and, while his 
manner is always assured, it is invariably 
unassuming. The native dignity and ear- 
nestness he possesses are the keys to his 
ability to get along with others. 

General Marshall was born in Union- 
town, Pa., on Dec. 18, 1880, the son of 
a prosperous coal and coke operator. 
From his boyhood, his ambition was to be 
a soldier, and he has seen that boyhood 
ambition realized as few men have. 

Now 65, Marshall is tall and muscular. 

He likes horseback riding and swimming, 
to say nothing of surf casting, which was 
his favorite prewar diversion. His China 
mission, however, has given him scant 
opportunity for such relaxations. The 
General is an inveterate reader, witl. 
a taste that ranges from the writings 
of Benjamin Franklin to the “Adven- 
tures of Sherlock Holmes,” and can be 
depended on to find sufficient time for 
his current favorite. 
@ Success of the mission that Marshall 
has undertaken in China depends upon 
whether the rival factions in politics heed 
the simple advice he gave them a few 
months after his arrival. “Argue, discuss 
and debate as much as you please about 
your problems,” he told them, “but con- 
fine your fighting to your legislature and 
your free press.” 

The rival factions agreed that this was 
excellent counsel from a personage of 
great prestige in the world, but George 
Marshall finds he still has to prevail upon 
them to put this advice into practice. 


VISHINSKY: Successor to Molotov? 


EN YEARS AGO, at the treason trials in 

Moscow, a mild-mannered professor 
of law became known to the world as 
Russia's most merciless prosecutor. To- 
day, as Soviet Vice Minister of Foreign 
Affairs, Andrei Vishinsky again is assum- 
ing the role of accuser. His index finger 
now points at the Western nations. 

The 63-year-old Bolshevik evidently 
has adopted as his guide the adage: The 
best defense is a good offense. On the 
offensive, Vishinsky has few equals at 
Paris for eloquence, wit and sharp irony. 
With Russia under attack for “expansion- 
ism,” Moscow’s No. 2 diplomat seeks to 


indict the United States and Great Brit- 
ain for “imperialism” before the bar of 
world opinion. 

Vishinsky plays roving fullback on 
Russia's diplomatic team at the Peace 
Conference. He wanders from committee 
to committee, appears wherever Soviet 
views are under attack and launches 
daily assaults on the policies of the 
Western nations. But though his words 
are sharp, his demeanor remains suave. 

The round-faced statesman, unusual 
among Soviet diplomats for his geniality 
and wide smile, speaks softly and_per- 
suasively, but with rapidity and at length. 
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He develops his arguments logically and 
legalistically. 

Sometimes, as Vishinsky warms to his 

case, color mounts in his ruddy cheeks 
and his white mustache bristles. But he 
rarely pounds the table or hurls blazing 
epithets as he did at the Moscow trials, 
when he called the great Bolshevik Buk- 
harin “You son of a bull and a pig.” He 
now delivers his thrusts with the rapier 
instead of the broadsword. 
@ Genial. Unlike most Russian officials, 
Vishinsky does not hesitate to relax with 
Western statesmen when the day’s work 
is over. At the U. N. Conference in Lon- 
don, he exchanged strong words with 
burly Ernest Bevin, but spent many eve- 
nings with the British Minister. Bevin 
taught Vishinsky darts and Vishinsky 
taught Bevin new chess moves. Later, 
Bevin, to prove he was not anti-Russian, 
referred in a speech to the “friendship 
between Mr. Vishinsky and myself.” 

In his youth, Vishinsky belonged to the 
right-wing Mensheviks in the Social 
Democratic Party. He was wounded and 
imprisoned in the Revolution of 1905, 
but later he made his peace with the 
Czarist regime and became a prominent 
criminal lawyer in Moscow. He never 
adopted a pseudonym, as did other Com- 
munist leaders, who operated under- 
ground, nor did he flee into exile. 

As a result, Vishinsky had little knowl- 
edge of other languages when he was ap- 
pointed to the Foreign Ministry in 1939. 
He now takes French lessons daily and 
has learned a fair amount of English. 

To illustrate his unfamiliarity with 
English, Vishinsky enjoys telling how he 
once referred to himself in a mixed group 
as an “old wolf.” He was amazed at the 
lifted eyebrows until someone told him 
that this idiom had a different meaning to 
Americans than to Russians, to whom it 
denotes an “old fighter.” 





—Acme 
RUSSIA’S NO. 2 DIPLOMAT 
Proud of his realism 


The Vice Minister prides himself on 
his realism. He believes Western states- 
men are engaging in hypocrisy when they 
denounce spheres of influence. He once 
pretended to be extremely puzzled when 
an American diplomat during the war 
told him that the U. S. had no intention 
of taking over South America. 

In private, Vishinsky frequently has 
been willing to talk frankly to Western 
diplomats in the terms of power politics. 
Not long ago, in Bucharest, he was asked 
how he thought Romania would go in a 
completely free election. Vishinsky is 
reported to have replied: “Oh, about 40 
per cent for the Government.” Then he 
added, with a grin: “But with just a little 
bit of pressure, we would get 90 per cent.” 
@ Career. Vishinsky believes that “dic- 
tatorship of the proletariat is democracy 
in action,” but he is no proletarian him- 
self. One of the few Soviet leaders with 
a middle-class background, the Vice For- 
eign Minister was the son of a Czarist 
official. Born in Odessa, he studied law 
at Kiev University, then settled in Baku 
with his father. In 1905, when at 22 he 
became chairman of the Baku Soviet, his 
reputation as a gay blade and ballroom 
dancer equaled his fame as a radical. 

Vishinsky’s part in the Revolution in 
1917 is obscure. He did not join the 
Communist Party until 1920, and thus 
does not classify as an Old Bolshevik like 
his chief, Vyacheslav Molotov, who is 
seven years younger, but looks older than 
Vishinsky. 

By 1923, however, the attorney had 
risen high in Party circles. He became a 
supporter of Stalin and was appointed 
State Prosecutor for the U.S.S.R. Two 
years later he combined this post with a 
professorship of law at Moscow Univer- 
sity. He became Dean of the University, 
served as a judge in special tribunals, 
published more than 100 books and 
treatises on legal: problems and became 
known as one of the “fathers” of the 
Soviet judicial system. 

In Moscow, Vishinsky lives in a 10- 
room flat with his wife and his daughter, 
Zina, who is a criminal lawyer in her own 
right and teaches at a Moscow law 
school. An attractive blonde, Zina ac- 
companied her father to the U. N. meet- 
ing at London last winter and served as 
his hostess at diplomatic receptions. 

If Generalissimo Stalin yields some of 
his many wartime posts after the peace 
treaties are signed, and if Molotov again 
becomes Premier, Vishinsky probably will 
become Russia’s Foreign Minister. This 
would please many Western diplomats, 
who find the humorous lawyer more 
pleasant in negotiations than his stiff- 
necked chief. 

But the Kremlin does not allow per- 
sonalities to affect policy formation. 
Whether Molotov or Vishinsky presides 
over Russia's Foreign Ministry, the prob- 
lems of Western relations with the Soviet 
Union will remain very much the same. 
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Fatalistic Triestinos hope their troubles 
will be a little less bad by Christmas 


TRIESTE 
OMB THROWING has become such a 
B common occurrence in Trieste that 
the local newspapers have taken to run- 
ning a daily column under the heading: 
BOMBA. It usually reads something 
like this: “Last night at 21.35 hours a 
small Breda bomb was tossed through 
an open window at Via Angellini 63, 
home of Giuseppe Boaks, merchant, 
father of six children. Fortunately, no 
damage was done to person or property.” 
Only rarely is it necessary to change 
the last sentence, since the bombs are 
roughly made, and inadequate for any 
purpose except to create general unrest. 
The bomb throwing takes the place 
of the daily demonstrations formerly held 
by both Italian and Yugoslav sympa- 
thizers who were seeking to sway the 
Peace Conference decision as to their 
future. It was bad business, and now 
most of the Triestinos are tired of run- 
ning around the streets wav- 
ing flags and yelling for 
Italy or Yugoslavia. } 

Demonstrations still are 
held from time to time in 
defiance of Military Govern- 
ment orders. This often re- 
sults in cracked heads and 
bruised bodies, and then 
some of the hotheads scurry around toss- 
ing a few of their homemade bombs. 

These events, however, in no way 
disturb the basic lethargy of Trieste. 
The excitement of a riot wanes a few 
hours later. The same evening finds Tri- 
estinos strolling about the streets. Tri- 
estinos are great strollers and great water- 
melon eaters. Every morning cartloads 
of watermelons arrive in town from the 
hinterland, and all day long men, women 
and children walk around town eating 
them. 

The main street for strolling in Trieste 
is Viale XX Settembre, a double-lane, 
cobble street with a broad, tree-covered 
pavement in the middle. It is the main 
rendezvous center in the city. Ice cream 
parlors are scattered along its length be- 
tween sidewalk cafes and occasional 
movie theaters. It comes to life about 
6 oclock in the afternoon. Four-piece 
or five-piece bands beat out il jazz Ameri- 
cano with their violins and weathered 
wind instruments. The tables of the cafes 
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begin to fill up. Everyone meets every- 
one else. Withered old men and tiny 
urchins, searching for cigarette butts, 
weave through the throng. An occasional 
group of teen-aged Italians moves along 
singing anti-Tito songs. 

White-collar workers and laborers find 
it almost impossible to make ends meet. 
The price of food alone is so high that 
the average man is reduced to a state 
of almost complete privation. 

I spent this morning wandering around 
the market place. The men and women 
who sit in narrow stalls selling their 
merchandise are a mixture of Italians and 
Slovenes. They chatter away at each 
other in their Triestine-Venetian dialect. 
All say the same thing. Business is bad. 
No one has any money to spend. Many 
days the traders pack up without even 
having covered their expenses. 

Food is plentiful in the market place. 
There are mountains of fruits and vege- 
tables. But the piles dimin- 
ish only slowly during the 
day because of the high 
prices. Meat costs between 
$1 and $2 a pound; vegeta- 
bles 15 cents a pound. But- 
ter went up to $2.25 a 
pound, fish from 12 to 90 
cents, and fruit 18 cents. 

A worker with a family of three spends 
at least $1.80 a day for his food, rent, 
electric light, gas and charcoal. His rent 
is kept down to $1 a day by rent control. 
He has three rooms—a bedroom, a kitchen 
and a sitting room. He does not buy but- 
ter or wine. Although normally consid- 
ered necessities, these now are regarded 
as luxuries. 

These expenses come to 
$54 a month. His salary is 
about $44 a month. To 
make up the deficit, he must 
find extra work after hours, 
or deal on the black mar- 
ket. His wife and child must 
do odd jobs. Having a pair 
of shoes resoled costs $4.80, which means 
that he must work all day and all night 
for about a week. 

The white-collar worker has a particu- 
larly hard time. He has to keep up ap- 
pearances. He cannot appear for work 
without a haircut, or with patched trou- 
sers, or with holes in his shoes, as the 
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laborer can. How he meets these extra 
expenses is one of the mysteries of Tri- 
este. But neither he nor the laborer is 
eager to get a raise in salary. They want 
a reduction in prices. 

All agree that the situation undoubt- 
edly will get “less bad” soon. Everything 
here in Trieste will be “less bad.” Nothing 
is ever “good” for the Triestinos, because 
that would be too positive, and long 
experience has taught them that nothing 
positive can ever happen to them. Their 
entire philosophy is negative. 

According to the storekeepers, things 
now are a little “less bad” than they were 
a month ago, but still far from being 
good. The windows appear to be well 
stocked. But the merchandise on display 
has, in many cases, been there since last 
autumn. The owner manages to keep 
going by selling a few items each day. 
Sometimes he is lucky enough to dispose 
of several things at one time to traveling 
businessmen. When this happens, he does 
not spend his gains on personal needs, 
but saves them in preparation for the day 
when prices will be “less bad” than they 
are today. 

Even the wealthy businessman hopes 
for “less bad” times. But he is in a posi- 
tion to attempt to improve things. It is 
almost impossible to find any of the more 
important businessmen in Trieste, be- 
cause most of the time they are in Rome 
or other European capitals trying to drum 
up some business. Occasionally they have 
partial success, but more 
often they draw a blank. 
They attribute their failures 
to the slowness of the Peace 
Conference. Foreign firms 
are reluctant to do business 
until the fate of Trieste 
definitely has been decided. 

The Trieste waterfront 
also is waiting impatiently for develop- 
ments in Paris. Before the war, freighters 
loaded and unloaded their cargoes all 
day long. Today, the docks are idle ex- 
cept for two or three American and 
British warships moored beside them. 
A few small motor vessels disconsolately 
bump against the wharves. 








At night, the fishermen mend their 
nets by the glow of woodfires and kero- 
sene lamps. Young couples sit on the 
water's edge and stare at the reflection 
of the city lights. Behind them, older men 
and women, sitting on street benches, 
converse in low voices. Once in a while 
a long freight train creaks and groans its 
way along, carrying UNRRA supplies to 
Yugoslavia and Austria. 

At the other end of the town, in the 
dark, cobble streets of San Giacomo, 


Slovene workers sing ..... s.n songs and 
talk of the days when they won't have to 
go on strike or demonstrate. 

In the Italian section, a drunk reels 
along the gutters singing snatches of 
opera. Passers-by smile at him and dream 
of the time when Trieste was under Aus- 
tria, when you didn’t have to be drunk 
to sing happily. They shrug their shoul- 
ders and remark that perhaps by Christ- 
mas things will be a little “less bad.” 

J. W. M. 


Capital of Honduras is going modern 


with paving stones and 


TEGUCIGALPA 

LL APPEARS DREAMY and peaceful in 

the capital of Honduras—but this is 
to be expected in a community closely 
guarded by bayonets. 

The troops stationed at every street 
corner have two duties. One is to direct 
traffic, the occasional ox cart or still rarer 
auto that comes their way. The other is 
to warn the political enemies of President 
Tiburcio Carias Andino to stay away 
from the capital. 

No one especially likes or dislikes 
the soldiers. Children play tag around 
their feet. Older citizens stare through 
them while crossing the street, as you 
might glance absent-mindedly at a lamp- 
post. 

After all, the troops have been in Te- 
gucigalpa ever since Carias took office 
14 years ago, and the people are getting 
used to them. 

Much more of a novelty is something 
else that President Carias introduced: 
paving blocks for the capital's streets. 
Writers of travel books have mourned 
the coming of these hand-hewWn chunks 
of pink granite. According to their re- 
ports, the Tegucigalpa scene of yester- 
year, with pigs wallowing in the red 
Honduran mud, was a great deal more 
quaint and colorful. 

The natives approve the new paving, 
however. It makes for firmer footing 
when the misty afternoon rains coat the 
hillside lanes. 

In other ways, also, the city, which 





‘Hubba-Hubba’ Hats 


15 years ago was the most primitive 
capital in all the 21 Americas, is catch- 
ing up. 

Progress comes gently, of course. Old 
crones still haul bundles of squawking 
hens to the squalid Dolores Market. But 
two blocks away is a new women’s ap- 
parel shop called Au Bon Marché, its 
show windows displaying black lingerie 
and American nylons. In another store 
down the street, I blinked at what the 
clerk told me was the latest creation in 
millinery from the United States. It was 
inspired by American soldiers, he said, 
and was called the Hubba-Hubba Hat. 

If a Honduran craves such imported 
luxuries, however, he must pay. The host 
planning a dinner party can buy Cali- 
fornia sherry of an unknown brand for 
$2 or $2.50 a fifth, and there is no 
cheaper substitute. The beer brewed in 
Tegucigalpa, a monopoly, costs 25 cents 
for an ordinary 12-ounce bottle. 

By living “off the land,” by forswear- 
ing the $2 wines and $5 nylons that must 
be air-expressed into this capital without 
a railroad, you can trim your budget. 
Out at Toncontin airport, a breakfast 
consisting of scrambled eggs, frijoles, hot 
rolls, butter and Honduran coffee cost 
me the sum of 25 cents. 

In Tegucigalpa, I bought a white 
shirt, wrapped in cellophane and made 
in Honduras, for $2.50. 

“You will notice,” said the clerk proud- 
ly, “that it possesses a nonwilt collar. 
In the United States you have been mak- 
ing these collars for some time, but our 
mills learned only a few months ago 
how to copy them.” 

Speaking of white goods, summer 
shoes are needed throughout the year 
in these Central-American climes. The 
shoeshine lads have adjusted their busi- 
ness accordingly. Instead of “Shine, Mis- 
ter?” they say: “Blanco, Sefior?” You just 
sit on a bench in the Central Plaza and 


‘entrust the “whiting” to the first boy 


who runs up. His fee is 5 cents. 

In the Central Plaza stands the inevi- 
table equestrian monument. Teguci- 
galpas bronze man on horseback is 





Francisco Morazan. The statue com- 
memorates his dream of forming the five 
Central-American Republics into a fed- 
eration. This idea still is being discussed. 

Each evening after supper, present- 
day dreamers, the fathers and grand- 
fathers of the town, arrive in Teguci- 
galpa’s Morazan Plaza. They smoke, doze 
and listen to radio programs blaring out 
across the square. 

The other evening I heard a familiar 
hymn, in English: 

“Brighten the corner where you are—” 

I bent over one lounging male and 
whispered, “Sefior, is that a Catholic 
program?” 

He blinked sleepily. “No, sefior, it is— 
uh—evangelico.” 

His bench mate stirred, yawned and 
corrected him. “Sefior, it is not evan- 
gelico. It is adventisto, by short wave 
from San Francisco.” 

We were interrupted by the clamorous 
ringing of the cathedral bell across the 
Plaza. Women of the town shuffled up 
the steps to the service. The men con- 
tinued to dream on the benches. Even- 
tually, the San Francisco hymns ended 
and TACA—the Central-American air 
line whose headquarters are in Teguci- 
galpa—offered a news program. 

Soon the women shuffled out of the . 
cathedral and joined their men. Then 
the couples wandered homeward up the 
hilly lanes. 

Now it was time for young people and 
movies. Tegucigalpa, the village capital 
that is slowly becoming a big town, 
boasts three cines. One night one feature 
was a Mexican picture called “Bulls, Love 
and Glory.” The favorite, however, was 
playing down the street. It was a techni- 
color musical starring Ann Sheridan. 

Honduras exports bananas and silver 
to the world. From the world it imports 
food, wine, stockings and Hollywood. 
A young gallant escorting an Indian miss 
into the theater was whistling a familiar 
tune. Later that night I heard the same 
notes from the lips of a soldier on a street 
corner. Sure enough, it was “Atcheson, 
Topeka and Santa Fe.” 

R. A. ¥. 
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LATIN-AMERICAN DEMANDS DELAY 
DEVELOPMENT OF U.S. AIR LINES 





Mexico and Argentina insist that 
share of traffic be assured them, 


but free competition may prevail 


Reported from BUENOS AIRES, 
MEXICO CITY and WASHINGTON 


A basic disagreement over aviation 
policy is blocking the development of 
new U.S. air lines in Latin America and 
the establishment of more Latin-Ameri- 
can air routes to the U.S. 

Argentina and Mexico, two areas 
where U.S. aviation interests are most 
eager to expand, have called a tempo- 
rary halt to further development by 
U.S. lines in their territories. Others 
may follow. 

The basic disagreement is that Ar- 
gentina and Mexico want a specific share 
of the air traffic between those countries 
and the U.S. The U.S. wants free com- 
petition. For the present, these troubles 
are not seriously hampering passenger 
travel between the U.S. and South 
America. But they are holding a ceiling 
on the amount that traffic can expand. 
@ Mexico wants a guarantee of half the 
air business with the U.S. for her own 
aviation companies. Because Washing- 
ton does not agree, Mexico has closed the 
door on three U.S. air lines: Braniff, 
Western and Eastern. The U.S. is re- 
taliating by holding up landing permits 
for a number of Mexican lines. 

Mexico also has balked at the U.S. 
proposal for two U.S. air lines on the 
important route between Dallas and 
Mexico City. Mexicans say there would 
be little business left for their air line 
that is to connect the same points. 

A scramble for the lucrative business of 
air transportation south of the border is 
lending heat to the dispute between 
Mexico and the U.S. Air lines already 
operating in Mexico are fighting to keep 
new enterprises from entering the field. 
Outsiders are pressing hard for a chance 
to share the business. 

The aviation industry in Mexico has 
nearly doubled in the last 12 months. Of- 
ficials planning to enlarge the Mexico 
City Airport expect traffic to increase 700 
per cent in the next five years. Tourist 
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and business travel by air is reaching a 
new peak. Shippers are turning more and 
more to air freight in a country where 
transportation on the ground still is slow 
and expensive. 

Most observers think the deadlock be- 
tween the U.S. and Mexico probably 
cannot be broken before December, 
when a new Government takes over in 
Mexico. 

@ Argentine insistence on an arbitrary 
share of the air traffic is complicating the 
development of new lines between Buenos 
Aires and the U.S. The Government- 
controlled air line, Flota Aerea Mercante 
Argentina (FAMA), is to apply soon for 
landing rights in the U.S. An American 
company, Braniff Airways, is seeking Ar- 
gentine permission to inaugurate a new 
service to Buenos Aires by way of the 


- west coast of South America. 
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Breakdown of air negotiations between 
Argentina and the U.S. occurred when 
the U.S. refused to go along, with the 
Argentine request for dividing air traffic. 
The Argentines suggested that 30 per 
cent of the business should be allotted to 
FAMA, 30 per cent to U.S. air lines and 
the remaining 40 per cent to be left open 
to competition. 

The Argentines cite as a precedent 
their agreement with Britain. This agree- 
ment, signed last May, provides for 50- 
50 sharing of all air traffic between the 
two countries. 

A hard choice now faces Argentina. 
If she signs an agreement assuring free 
competition with U. S. aviation, she auto- 
matically opens herself to free competi- 
tion with the British as well. Her agree- 
ment with Britain contains a most-fa- 
vored-nation clause. 

In spite of these drawbacks, observers 
in Washington and Buenos Aires believe 
Argentina eventually will agree to free 
competition on air routes to the U.S. 

Bernard S. Redmont, staff correspond- 
ent of World Report in Buenos Aires, 
cables: 

“Observers here believe Argentina’s 
position is flexible and adjustable if ad- 
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ARGENTINE FREIGHT FOR THE UNITED STATES 
Free competition vs. allocation of traffic snags air-line expansion 











vantages are apparent. It is known that 
FAMA would like to get American planes 
and technical assistance. Argentina is 
aware that the United States will not 
sign any agreement limiting the number 
of flights.” 

@ Other countries in Latin America 
also may hold out for restrictive air 
agreements. Much depends on the pre- 
cedents established by Argentina and 
Mexico. Aviation officials of the U.S. 
admit that trouble is anticipated in some 
quarters. The U.S. now is negotiating 
bilateral agreements with Colombia and 
Venezuela. Talks are to begin with Chile 
soon, and discussion with other Latin- 
American countries is to follow in short 
order. 

In general, however, the idea of arti- 
ficial restrictions on international air 
lines seems to be losing ground in Latin 
America. Both Brazil and Chile recently 
have turned down Argentine offers of 
restrictive agreements. Brazil reportedly 
has rejected a similar offer from the 
French. 

The Brazilians swung over to the 

American point of view only recently, 
after U.S. officials convinced them that 
unrestricted air travel would create a 
powerful stimulus to Brazilian commerce 
and industry. 
@ The trend now, in spite of temporary 
snags in Mexico and Argentina, is to be 
strongly in favor of the U.S. concept 
of freedom of the air. Recent develop- 
ments point to a swing away from the 
European idea of protectionism and 
cartelization. 

The British recently have removed 
doubts of their intentions by promising 
strict observance of the U.S.-United 
Kingdom Air Transport Agreement 
signed at Bermuda last February. Britain 
also is making concessions now toward 
adjusting traffic-sharing arrangements she 





already has with certain other countries 
if those countries request it. 

Since the U. S. and Britain are the only 
great powers in world aviation, their 
united stand on the issue of freedom of 
the air means restrictive arrangements are 
on the way out, in the Western Hemi- 
sphere and in most of the world. 

To allay Latin-American fears that 
Britain and the U. S. will try to monopo- 
lize the field, the two countries are prom- 
ising to set up “machinery to obviate 
unfair competition by unjustifiable in- 
creases of frequencies or capacity.” 

Brazil has signed an agreement with 
the U.S. providing for unlimited com- 
petition on the airways between the two 
countries. Brazil is the largest and most 
strategically situated of Latin-American 
countries in terms of air commerce. 
Others are likely to follow her lead. 

The Brazilian agreement is significant 
as a possible model for similar arrange- 
ments with other countries in Latin 
America. The terms open up important 
channels for expansion of the aviation 
industries of both Brazil and the U. S. 

American aviation gets two new routes 
in Brazil and retains the present route 


flown by Pan American Airways. There is 


to be no limit on the frequency of flights. 
Brazil gets similar privileges in U. S. ter- 
ritory and gains landing rights in New 
York, Washington, Miami, New Orleans, 
Chicago and Puerto Rico. 

@ A world treaty, adopting freedom of 
the air as a guiding principle of interna- 
tional aviation, is the thing the U.S. is 
pinning her hopes on now. Such a treaty 
would eliminate at one stroke most of the 
need for the kind of haggling now going 
on between the U. S. and Latin-American 
countries. The Provisional International 
Civil Aviation Organization is to consider 
the idea at a world conference next 


spring. 
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SETTING THE PACE FOR LATIN-AMERICAN COUNTRIES 
Brazilian-U. S. agreement for air freedom opens up important channels 
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COCOA TO BE SCARCE 
DESPITE HIGHER PRICE 


U. S. is forced to lift ceilings to 
maintain imports. World shortage 
1S likely to continue several years 


The U.S. price increase for cocoa 
and chocolate illustrates the bidding 
up necessary to get the big food imports 
for the American market. Other examples 
occur in coffee, sugar, bananas, pepper. 

Although the American house- 
wife now will pay far more for chocolate 
in every form, there is no prospect that 
she will get larger supplies for many 
months. 

The world shortage of cocoa is so acute 
that even higher prices are possible in 
the next year or two. It is this shortage 
that forced the U.S. Government to 
authorize a price increase. Bidding by 
other countries put the cost of cocoa far 
beyond the reach of American importers. 
@ Price squeeze. Until October 1, U. S. 
price ceilings for raw cocoa beans had 
been unchanged since February, 1942. 
The ceiling for the principal types of 
beans, grown in Brazil and British West 
Africa, was about 9 cents a pound. Now 
this ceiling is raised to about 15 cents. 

Retail ceilings of chocolate products 
are up 27 per cent. Candy bars will be 
reduced in size to stay at a nickel. 

Factors behind the increase in cocoa 
prices are these: 

Since wars end, Europe has been 
clamoring for cocoa, but there has not 
been enough to go around. In the year 
ended Oct. 1, 1946, about 625,000 tons 
were available for allocation by the Inter- 
national Emergency Food Council. Prob- 
ably half again as much could have been 
used. 

What cocoa there was has gone re- 
cently tothe highest bidder. Since for 
some months the world price has been 
far higher than the U. S. ceilings, Amer- 
ican buyers have been at a disadvantage. 
Russia, Italy, Sweden and other countries 
have been getting the cocoa in Latin 
America. 

The U.S. Government could see what 
was going on but took no action until 
after the British and Brazilians forced the 
issue. They told the U.S. that, if Amer- 
icans wanted cocoa, they would have to 
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pay more. Since the British and Brazil- 
ians control 80 per cent of the world’s 
production, the U.S. had to raise its 
purchase price or go without. 

@ Effects of the price rise on consumers 
and producers vary. 

U.S. supplies of cocoa beans are suf- 
ficient to meet demand for three months. 
The supply position is important because 
even the new OPA ceilings may not 
shake loose much Latin-American cocoa. 
The world price may soon again push 
higher than the new ceilings. 

As a result, American buyers still may 
not be able legally to purchase ample 
cocoa. Trade observers, therefore, are 
wary about the effects of the new ceilings 
on imports. 

Britain is certain to sell to the U.S. at 
the new ceilings. But West African cocoa 
ordinarily does not reach America until 
late December or January. The American 
trade now has just about enough cocoa 
to last until then. 

What will happen in the spring, after 
all the British cocoa is shipped, cannot 
be predicted. There is a possibility that 
by then cocoa prices in the U. S. will be 
decontrolled or that OPA ceilings on im- 


ported commodities will have been aban- 
doned. 

Other consuming countries are not too 
happy about the sharp rise in the U. S. 
ceiling. The old ceiling of 9 cents a pound 
tended to restrict speculation in cocoa. 
Now that influence is removed, and coun- 
tries like Holland, Norway and Denmark 
will have to pay more for the cocoa they 
buy. 

Producers of cocoa feel that the price 
increase was long overdue. It gives recog- 
nition to the sharp rises in production, 
transport and marketing costs in the last 
few years. Cocoa is an important money 
crop in Northern Brazil, Ecuador, Vene- 
zuela, the Dominican Republic and West 
Africa. 

In British West Africa, growers forced 

the Colonial Office, which markets the 
entire crop, to request that the U. S. raise 
its buying price. 
@ Long-term prospects in cocoa are not 
too good from the consumers’ standpoint. 
There is little chance that supply will 
catch up with demand for several years, 
unless cocoa prices rise so high that con- 
sumption falls off. 

If producers think they foresee rela- 
tively high prices for some time ahead, 
they will plant cocoa trees. But the risk 
is great. The trees do not produce in 
quantity for about five years. Prices might 
be much lower by that time. 

Cocoa production in prewar years aver- 
aged about 750,000 tons, against the 
present 625,000. Plant diseases and neg- 
lect of plantations because of labor short- 
ages held back output during the war. 
Some recovery is likely as more care is 
given the trees. 

The immediate outlook is that Amer- 
icans will find their supply of chocolates 
and cocoa products limited and higher in 
price for a number of months. 


Cocoa Price Increase Shrinks Nickel Candy Bar 
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The turning point in prices for world commodities still looks far away..... 

The common things people eat, wear and house themselves with are fast mov- 
ing up the price ladder in world markets. You see it in coffee, cocoa, sugar, 
meat, fats and oils; in hides and leather, textiles; in lumber, copper, lead. 

The sellers’ market is to stay a while. Shortages are too acute, demand too 
great for any other conclusion. Producers are to get what the traffic will bear. 











Consumers of world commodities are on the spot... 

some countries are better off than others because they, or their dependen- 
cies, Supply most of what they need. Such a one is Britain, fortified as she is 
with long-term contracts at stable prices for most basic foods she must import. 

The U.S. is not so fixed. What's more, her buying policies affect others. 

There's the critical situation in coffee, for example: 

In August, U.S. price ceilings were raised two thirds to get coffee. World 
prices were equalled, or rather they were given a new floor by the U.S. 

Now, little coffee is moving to American ports. The world price is far 
above the new U.S. ceiling. U.S. importers can buy only in driblets. 

U.S. coffee stocks are critically low. Decontrol of coffee prices is being 
considered. Sweden, Holland and other countries hope the U.S. will not decontrol. 
They fear sharply higher prices for the Latin-American coffee they must buy. 

















This U.S. chase after the world price is repeated again and again..... 

You see it in cocoa for which U.S. ceilings have just been raised 66 per cent. 

Chilean copper, which could be bought in the spring for 12% cents a pound, 
now costs 16% cents. . 

Mexican lead, which was 7% cents last spring, now brings 10%. 

Bolivian tin, 58 cents a pound a few months ago, is now 63. 

In each of these cases, the U.S. now buys at the higher price. 

Other consumers eventually could be squeezed out of the market if the 
U.S. continues this hand-to-mouth buying, this chasing of the world price. 
When and if this happens, the turning point in prices will not be far away. For 
the U.S. cannot very well absorb so much of so many commodities. 

















Spending of the British loan is to continue to be cautious, as higher 
raw material and wage costs push up prices of American goods. 

So far, only about $400,000,000 of the $3,750,000,000 credit has been spent 
in the U.S. American price advances already have cut the purchasing power of 
these dollars by 20 per cent, over all, since the loan was negotiated. 
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WORLD COMMERCE AND INDUSTRY--/ Continued) 


U.S. prices will not have to go up much more before diversion of British 
buying to other sources begins or purchases in the U.S. are deferred. 

But, price rises or not, British strategy now is to keep the bulk of the 
loan intact, if possible, until July 15, 1947. After that time, all imports into 
Britain must be paid for in "free" sterling, convertible at will into any other 
currency. Then, the British figure, they will need plenty of dollars. 





There is this to remember, also, about the pound sterling: 

The British will think twice before devaluing the pound. For one thing, 
the American and Canadian loans, together totaling $5,650,000,000 automatically 
would increase in terms of sterling if the pound were devalued. 

Exchange rate of the pound is to be in a strait jacket for a good while. 











The International Monetary Fund is to build on a stable pound, U.S. dollar 
and Canadian dollar. The bulk of the world's trade is done in these currencie-. 

This basic triumvirate. together with some lesser currencies, will allow 
the Fund to start linking up currencies, making world trade easier and less 
hampered by exchange restrictions. 








Meanwhile, the difficult problems of the weaker currencies will be tackled 
by the Fund. The Executive Directors are serving notice that the Fund is not. 
going to be hidebound by orthodoxy but will take calculated risks, where neccs- 
Sary, to get monetary systems that are weak straightened out. This will take a 


long time. In fact, this transitional period probably will last for a year or two. 
The International Bank also will help out through loans for reconstruction 








of monetary systems. This is an extension of the Bank's original purpose. 

Important decision is that the fund is not to try immediately for world- 
wide stabilization of all currencies, is not to keep trade on tenterhooks trying 
to reach this goal all at once. The big pieces in the pattern will be fitted 
together now, the rest will be placed in position as fast as possible. 








France's need for a loan from the International Bank is highlighted by the 
condition of her overseas trade. 

France's trade balance in the first eight months this year Shows a deficit 
of $830,000,000. Month by month, the deficit is being reduced, but France has a 
long pull before she evens up income and outgo in her external trade. 

The International Bank will be sympathetic to France's plight, probably 
will lead off its program with a loan to her. Really big loans, however, are not 
in the cards for another five or six months. Other countries interested in get- 
ting World Bank loans include Czechoslovakia, Poland, Chile, Holland. 








Despite nationalization trends, capital in Britain is being invested in- 
creasingly in private enterprise. 





New issues of private capital in first seven months this year were almost 
as large as in the whole year ended June 30, 1959. What's more, the trend is up. 


Most of the new money is going into metalworking industries, fcod enter- 
prises, film studios and general trade, in that order. 


Vigorous placing of private capital reflects a natural outburst after the 
restrictions of war years. But also, to some extent, it shows confidence that 
the Labor Government already has laid all its nationalization cards on the 
table. Campaign pledges would indicate that this is the case. 














U.S. REASSURANCE TO EUROPE 


Secretary Byrnes renews offer of alliance against Germany 


(Text of Secretary of State Byrnes’s address to the 
American Club in Paris on Oct. 3, 1946.) 


1 AM NOT in Paris today by accident. While in Moscow last 
December, when the question of the place of the Peace 
Conference arose, I at once thought of Paris and France. 

I telephoned to Mr. Bidault suggesting that if the French 
Government would invite the Conference to meet in Paris, 
I felt confident the invitation would be accepted. The invi- 
tation was extended and unanimously accepted. 

Mr. Bidault and his associates and the people of Paris 
have left undone nothing that would contribute to our work 
and comfort. The longer we stay—and we have been in no 
hurry to leave—the more the French people have made us 
feel at home. They not only want to be hospitable, but they 
have the know-how. 

Because of the many duties revolving on Mr. Bidault, I am 
amazed at his ability to find time to show such interest in 
the work of the Conference. He is a man of great intelligence, 
charm and industry. And this intelligence, charm and industry 
he always uses to promote the welfare of the country he serves 
and loves so well. 

In this company I will not speak of the long and firm friend- 
ship which has existed between the people of France and 
the people of the United States—a friendship which existed 
before we attained our independence. That friendship runs 
so deep that we do not have to talk about it. Differ as we 
may from time to time, our two peoples always have stood 
and always will stand together in the time of crisis. Liberty, 
equality, fraternity—the rights of man—are our common 
heritage. 

Twice in my generation soldiers of France and soldiers 
of America have fought side by side in defense of their 
common heritage of freedom. 

America is proud of her contribution to our common victory 
in 1945. America is proud of her contribution to our common 
victory in 1918, but America is not so proud of the course 
she followed after the victory of 1918. 

In 1918 I was a follower of Woodrow Wilson. I gloried 
in his idealism and in the magnificent effort he made to build 
peace upon the Covenant of the League of Nations. But the 
American people expected too much from Woodrow Wilson 
and supported him too little. 

While he was in Paris working for peace, political oppo- 
nents at home bitterly criticized his course and questioned 
his motives. They exaggerated and exploited the shortcomings 
of the Treaty of Versailles, and they belittled and besmirched 
what Woodrow Wilson had accomplished. 

America failed to join the League of Nations. America 
refused to guarantee the defense of the French frontier. 
America allowed other countries to believe that she had no 
interest and would not seriously concern herself in what was 
happening in Europe, in Africa or Asia. 

But wars started first in Asia, then in Africa and then in 
Europe. Then came Pearl Harbor. America learned too late 
that this is one world and that she could not isolate herself 
from that world. 

America is determined this time not to retreat into a policy 
of isolation. We are determined this time to co-operate in 
maintaining peace. 

President Roosevelt this time sought to avoid the political 
opposition which had defeated the peace after the first 


World War. Then, President Wilson neglected to invite lead- 
ers of the political party in opposition to his administration to 
participate with him in making peace. 

President Roosevelt on the other hand asked congressional 
leaders to participate in peace studies being made by the 
Department of State shortly after our entry into the war. 

At Yalta, immediately after the heads of government had 
agreed to call the San Francisco Conference to draw up the 
Charter for the United Nations, President Roosevelt advised 
Secretary of State Stettinius and me that he would appoint 
on the delegation to the San Francisco Conference Republi- 
cans as well as Democrats, and would name Senator Vanden- 
berg as ranking Republican member of the delegation. 

Even before our entry into the war, President Roosevelt 
repudiated the idea that the United States was not interested 
in what takes place in Europe. Knowing from the start that 
the war was a war of aggression, he never asked the American 
people to be neutral in spirit. 

Before we entered the war, he inspired the declaration of 
principles known as the Atlantic Charter which was pro- 
claimed by him and the Prime Minister of the United King- 
dom on Aug. 14, 1941. 

It was Presideni Roosevelt who at Yalta presented the 
Declaration on Liberated Europe which Generalissimo Stalin 
and Prime Minister Churchill accepted, and which imposed 
a responsibility upon the three governments to continue their 
interest in the Balkan states and uphold the basic freedoms 
embodied in that declaration. 

The policies inaugurated by President Roosevelt have been 
consistently followed by his successor, President Truman. 
He has consistently urged the carrying out in the liberated 
former enemy states of Europe of policies agreed to by the 
heads of government at Yalta at the instance of President 
Roosevelt. 

President Truman continued the practice of seeking the 
co-operation of the leaders of both major political parties 
in the making of the peace. 

It was with the approval of President Truman that I invited 
Senator Vandenberg as well as Senator Connally to assist me 
in the drafting of the peace treaties. 

And President Truman reinforced this bipartisan policy by 
appointing Senator Austin our representative on the Security 
Council of the United Nations. 

The President has recently made known to the world in 
the most convincing manner possible that the foreign policy 
which was started by President Roosevelt and which has been 
consistently followed by President Truman will continue to 
be the policy of the American Government. 

Because that policy is supported by Republicans as well 
as Democrats, it gives assurance to the world that it is our 
American policy and will be adhered to regardless of which 
political party is in power. : : 

Because today we have such a policy, I was able to say 
recently, with the approval of the President, and I am happy 
to be able to reaffirm here in France, that so long as there is 
an occupation army in Germany, armed forces of the United 
States will be in the army of occupation. 

I would not want you to believe that our course in this 
regard is entirely unselfish. It is true that the United States 
wants no territory and seeks no discriminatory favors. But the 
United States is interested in one thing above all else—a just 
and lasting peace. 
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The people of the United States did their best to stay out 
of two European wars on the theory that they should mind 
their own business, and that they had no business in Europe. 
It did not work. 

The people of the United States have discovered that 
when a European war starts, our own peace and security 
inevitably become involved before the finish. They have con- 
cluded that, if they must help finish every European war, it 
would be better for them to do their part to prevent the 
starting of a European war. 

Twice in our generation doubt as to American foreign 
policy has led other nations to miscalculate the consequences 
of their actions. Twice in our generation that doubt as to 
American foreign policy has not brought peace but war. 

That must not happen again. 

France, which has been invaded three times in the last 
75 years by Germany, naturally does not want to be in doubt 
as to American foreign policy toward Germany. 

To dispel any doubt on that score, the United States has 
proposed that the Soviet Union, the United Kingdom, France 
and the United States shall enter into a solemn treaty not 
only to disarm and demilitarize Germany but to keep Ger- 
many disarmed and demilitarized for 40 years. And the 
treaty can be extended if the interests of international peace 
and security require. 

On June 24, 1945, Generals Eisenhower, Zhukov, Mont- 
gomery and De Tassigny entered into an agreement pro- 
viding in detail for the disarmament and demilitarization 
of Germany. 

The treaty proposed on behalf of the United States con- 
tains all the provisions of that agreement. It provides that 
all German armed forces, all paramilitary forces and all the 
auxiliary organizations shall be kept demobilized. It provides 
further that the German General Staff and the staff of any 
paramilitary organizations shall be prohibited, and no German 
military or paramilitary organizations in any form or disguise 
shall be permitted in Germany. 

It provides for the complete and continued demilitarization 
of her war plants and for a continuing system of quadripartite 
inspection and control to make certain that Germany does 
not rearm or rebuild her armament plants or reconvert her 
civilian industries for war. 

So long as such a treaty is in force, the Ruhr could never 
become the arsenal of Germany or the arsenal of Europe. 
That is a primary objective of the proposed treaty. 

The United States is firmly opposed to the revival of 
Germany's military power. It is firmly opposed to a struggle 
for the control of Germany which would again give Germany 
the power to divide and conquer. It does not want to see 
Germany become a pawn or a partner in a struggle for power 
between the East and the West. 

The United States does not oppose but strongly urges 
the setting up of effective inspection and control machinery 
to see that Germany does not rearm, does not rebuild her 
armament industries or convert her civilian industries for war. 

We propose that the Allied occupation of Germany should 
not terminate until a German government does accept the 
required disarmament and demilitarization clauses. Even 
then, the proposed treaty envisages the need for limited but 
adequate Allied armed forces not for occupation purposes 
but to ensure compliance with the treatv. 

To keep watch over war potential in this industrial age 
engineers are more important than infantry. Engineers can 
detect at an early stage any effort upon the part of a 
manufacturer of motor cars to convert his machinery to 
manufacture of tanks or other weapons of war. Engineers 
can probe the mysteries of a chemical plant—infantry sol- 
diers cannot. 

If violations are discovered, they must be immediately 
reported to the Commission of Control. If the Commission 
of Control finds that the violations are not immediately cor- 
rected by orders of the engineer inspectors, the Commission 
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should at once demand that the German Government close 
the plants and punish the violators of the treaty. 

If the Government does not comply, the Allied representa- 
tives in 24 hours should order the necessary forces to enforce 
compliance. . 

If the Allied representatives deem it necessary, they should 
be in a position to call for bombers from France, Britain, the 
United States or the Soviet Union. These planes could fly 
to Germany to enforce immediate compliance. 

After the last war, the great French war leader, Clemen- 
ceau, hoped to secure a guarantee that the Allies would come 
to the aid of France if Germany violated her frontiers. But 
President Wilson failed in his effort to get the American 
people to join such a guarantee. This time the American people 
propose not to wait until France is again invaded. They offer 
now to join with France, Britain and the Soviet Union to see 
to it that Germany does not and cannot invade France. 

Bidault, on behalf of France, and Bevin, on behalf of Brit- 
ain, have accepted in principle the treaty we have proposed. 

I hope very much that the Soviet Union, which thus far 
has regarded the treaty as unacceptable, will, on further 
examination and study, find it possible to join with us to pre- 
vent Germany again from becoming a menace to the peace 
of Europe. 

The military representatives of the Soviet Union, the 
United Kingdom, France and the United States easily reached 
an agreement providing for the disarming of the German 
people and the demilitarization of German plants to continue 
until the peace settlement. The United States proposes to 
continue this disarming and demilitarization for 40 years 
after the peace settlement. 

If the Allied nations will enter into the treaty which the 
United States proposes to keep Germany disarmed and de- 
militarized for at least a generation, the people of France 
and the people of Europe need not fear the efforts of the 
German people to rebuild their devastated country and 
rebuild a peaceful Germany. 

We do want to give encouragement to the peaceful demo- 
cratic forces of Germany. We cannot do this unless we do 
sive them a chance to govern themselves democratically. 
For our own security, as well as for the welfare of the 
German people, we do not want to see an _ over-cen- 
tralized government in Germany which can dominate the 
German people instead of being responsible to their demo- 
cratic will. 

In the American zone we have placed great emphasis upon 
the development of a sense of local responsibility and have 
taken the lead in creating lander, or states, so that the people 
will look to the states and not to a central government on all 
matters that do not basically require national action. 

We want to see the Federal Government of Germany cre- 
ated by the states and not the states created by the Central 
Government. e 

If we so proceed, we do not think we will find that the 
responsible representatives of the states will want to give 
excessive powers to the Federal Government. 

We want a peaceful, democratic and disarmed Germany 
which will resnect the human rights and fundamental free- 
doms of all her inhabitants and which will not threaten the 
security of her neichhors. 

We want such a Co-manv not because we want to appease 
Germany but because we believe that such a Germany is 
necessary to the peace and security of France, our oldest 
ally, and is necessary to the peace and security of a free and 
prosperous Europe. 

After every great war which has been won by the combined 
efforts of manv nations, there has been conflict among the 
allies in the making of peace. It would be folly to deny the 
seriousness of the conflict in viewpoints among the Allies 


after this war. To ignore that conflict or to minimize its seri- ’ 


ousness will not resolve the conflict or help us along the road 
to peace. To exaggerate that conflict and its seriousness, on 
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the other hand, only meke more difficult the resolution of. 


the conflict. 

I concur most heartily in the view recently expressed by 
Generalissimo Stalin that there is no immediate danger of 
war. I hope that his statement will put an end to the unwar- 
ranted charges any nation or group of nations is seeking to 
encircle the Soviet Union or that the responsible leaders of 
the Soviet Union so believe. 

I do not believe that any responsible official or any govern- 
ment wants war. The world has had enough of war. The 
difficulty is that while no nation wants war, nations may 
pursue policies or courses of action which lead to war. Nations 
may seek political and economic advantages which they can- 
not obtain without war. 

That is why, if we wish to avoid war, we must decry not 
only war but the things which lead to war. 

It is easy to get everyone to agree that war is evil. It is not 
so easy to get agreement as to the things which lead to war. 

Just because war is not now imminent we must take the 
greatest care not to plant the seeds of a future war. We must 
seek less to defend our actions in the eyes of those who 
already agree with us and more to defend our actions in the 
eyes of those who do not agree with us. 


But our defense must be the defense of justice and freedom, 
the defense of the political and economic rights, not of a few 
privileged men or nations, but of all men and all nations. 

It is particularly appropriate that, here in the birthplace 
of the doctrine of the Rights of Man, I should reaffirm the 
conviction of the government and people of the United 
States that it is the right of every people to organize their 
own destiny through the freest possible expression of their 
collective will. The people of the United States believe in 
freedom for all men and all nations, freedom of speech, 
freedom of worship, freedom of assembly, and freedom 
to progress. 

The people of the United States have no desire to im- 
pose their will upon any other people or to obstruct their 
efforts to improve their social, economic, or political condi- 
tions. In our view, human freedom and human progress are 
inseparable. 

We want to give the common men and women of this 
world who have borne the burdens and sufferings of war 
a chance to enjoy the blessing of peace and freedom. We want 
the common men and women of this world to share in the 
rising standards of life which science makes possible in a free, 
peaceful, and friendly world. 





PRINCIPLES FOR A FREE DANUBE 


Senator Vandenberg’s explanation of America’s viewpoint 


(Text of remarks by Senator Vandenberg, U. S. repre- 
sentative to the Economic Commission for the Balkans 
and Finland, at Paris, Sept. 30, 1946.) 


HE DELEGATION of the United States has no direct com- 

mercial interest in the Danube problem, but we have an 
emphatic interest in international peace and security and in 
avoiding international trade barriers which invite discrimina- 
tion and friction. These factors here involved have a special 
temporary interest in the Danube because it is an important 
—and now stagnant—artery of commerce in the American zones 
of occupation in Germany and Austria. Therefore, we feel 
entitled to urge these general principles for a free, international 
Danube as contained in the U. S. and U. K. proposal. 

As regards our temporary interest, it is well known that we 
want Germany administered as an economic unit pursuant to 
the unmistakable Potsdam mandate for the benefit of the total 
German economy. It is historically clear that Danubian com- 
merce cannot prosper if it is at the mercy of various unco- 
ordinated, restrictive and discriminatory administrations which 
respond to the local judgments of the eight national jurisdic- 
tions through which the Danube flows. Some of the trouble- 
some current problems on the Danube are the result of thus 
dividing the Danube in watertight compartments. So long, 
therefore, as American occupation continues in Germany and 
Austria we are “parties in interest’—although it is a very 
unselfish interest. 

But our basic concern is something else. Here is the longest 
navigable waterway in Europe west of the Soviet Union. It is 
important to the commerce of eight riparian states and to the 
commerce of many other states. It has long involved other 
significant impacts upon Central Europe. As was once said 
of the Thames, the Danube is “liquid history.” 

Such a stream is an inevitable factor in the peace of the 
area it serves, therefore it is a factor in the total and indivisible 
peace which we are all pledged to sustain. 

The Danube River system is of great importance in the ex- 
change of commodities among the nations in the Danube 


basin and as a means of contact with the outside world. Its 
significance as an artery of trade is enhanced by the compara- 
tive inadequacy of rail and highway facilities in this area. 
These things are important to all of us because the restoration 
of a sound economy is prerequisite to a sound peace. It is 
impossible to contemplate a prosperous Danube without an 
over-all assurance of navigation and commerce free from dis- 
criminations and arbitrary sectional barriers. It is equally 
impossible otherwise to contemplate a peaceful Danube be- 
cause it is historically a zone of friction. 

These are old truths, They have been recognized by the 
maintenance of international administration of the Danube in 
differing degrees since 1856. The Treaty of Versailles inter- 
nationalized the Danube, for example, from the head of naviga- 
tion to the sea and established free navigation throughout the 
River's length with a control commission including other than 
riparian states as a recognition of the breadth of interest 
involved. 

It is needless to trace the fluctuating fortunes of the various 
Danubian commissions since 1856. The important point, in 
the American view, is that this relative freedom of navigation 
on the Danube has been accepted in one form or another 
as essential for 90 years. It is obviously even more essential 
in this new era when the United Nations are making common 
cause for peace and progress. 

The pending proposal, Mr. President, declares a set of 
general principles. Navigation shall be free and open on 
terms of equality to all states. Laws and regulations shall be 
nondiscriminatory. No obstacles to navigation shall be placed 
in the main channels. No tolls or other charges shall be levied 
except to defray the costs of development and maintenance, 
and the latter shall be administered in such a manner as not 
to discriminate against any state. Equality is guaranteed 
Romania in any international regime. In addition to these 
general principles, a conference of all interested states shall 
meet within six months to establish this regime. Any 
disagreements will be umpired by the International Court 
of Justice. 
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Mr. President, so far as these general principles are con- 
cerned, I venture to say that they have been inherent in the 
Danubian regime in one form or another throughout these 
90 years. This is no new concept. It has been acknowledged 
as the essential formula for peace and progress—no matter 
_how illy implemented—for almost a century. It seems to the 
American delegation that it would be a great mistake for us 
to turn our backs upon all this history and experience. Worse, 
our silence would be an actual retreat—an abandonment of 
freedoms long established before we fought World War II 
for greater freedoms. It seems to us that the world is entitled 
to know that its peacemakers are at least “holding their own” 
and not slipping back into darker ages. 

We agree that riparian states have a special interest, but 
all riparian states except enemy states are represented at this 
table. The others have a right of consultation under this pro- 
posal in developing these plans unless we intend to repudiate 
history and experience, which we do not anticipate. It seems 
to us we should welcome an opportunity in this Romanian 
treaty to pledge Romania to these general principles, par- 
ticularly in view of the fact that it was Romania which upset 
the fairly satisfactory international regime in 1938 by de- 
manding a rendition to herself of the substantive powers of 
the then existing Danube Commission. 





In a word, Mr. President, it seems to the American dele- 
gation that, if we intend that the Danube shall resume the 
freedoms heretofore established and shall develop in peace 
and progress, we must say so now. It is our only chance. We 
shall not collide with any Danubian aspirations unless_ these 
aspirations collide with these freedoms. In such an unex- 
pected event. it is doubly necessary that we should anticipate 
the protective contract now. 

For these reasons the United States delegation has joined 


with the proposal of the United Kingdom in its present or in 


any perfected form. 

Regarding draft peace treaty with Romania, Part 7 Article 
34, clause relating to the Danube. A redraft submitted Sep- 
tember 27 by the U.K. and U.S. delegations of Article 34 
to supersede the existing U.S. and U.K. drafts reads as 
follows: 

“A.” Paragraphs 1 through 6 are exactly the same as in 
the draft peace treaty with Romania. There is added one 
paragraph reading: “B.” A conference consisting of U.S., 
U.S.S.R., U.K. and France, together with the riparian 
states, including Romania, will be convened within a period 
of six months of the coming into force of the present treaty 
to establish the new permanent international regime for the 


Danube. 





WORLD BANK’S FIRST 3 MONTHS 


President Meyer’s report to initial meeting of Governors 


(Text of address by Eugene Meyer, President of the 
International Bank for Reconstruction and Development, 
at the first annual meeting of the Bank’s Board of Gov- 
ernors in Washington, Sept. 30, 1946.) 


Liew REPORT by the Executive Directors, submitted to 
the Board of Governors today, had its genesis over three 
years ago during a war in which nearly all mankind was en- 
gaged. At that time members of the United Nations were by 
no means sure when or how the war would end. But they 
were vividly aware of the vast destruction that was. taking 
place over the world and of the need for common action after 
the war if currencies were to be stabilized and if international 
investment was to approach in volume the needs that would 
exist for the reconstruction of the world economy. 

By the summer of 1944, when the Bretton Woods Confer- 
ence was convened, UNRRA had been established and there 
was reasonable assurance that the immediate relief and re- 
habilitation requirements would be met following the libera- 
tion of areas then occupied by the enemy. It was frankly 
recognized that relief was not the appropriate object of in- 
ternational investment. 

The International Bank was created to assist in the recon- 
struction and development of the territory of its members by 
facilitating the investment of capital for productive purposes. 
This is the only sound basis on which any international lend- 
ing institution can be conducted. 

You have in your hands now the first annual report by the 
Executive Directors, which reflects the progress made by the 
Bank in readying itself for business. The structure of the 
Bank has been established, most of the key personnel has 
been appointed, and working procedures and relationships 
have been successfully developed. At the same time, the 
Executive Directors have examined, together with the staff, 
the policy and operational questions which lie ahead and 
they have made preparations to meet them as and when they 
arise. 
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I am happy to say that on every matter which has come 
before the Executive Directors it has been possible to resolve 
all differences of opinion. Action has been unanimous on each 
item of business. The Executive Directors have impressed me 
as a group of unusually able men who are guided by the high 
purposes expressed in the Articles of Agreement of the Bank 
and who are working together in a spirit of harmony, with 
good will toward each other and toward the staff. 

The Bank fixed June 25 as the date for the formal com- 
mencement of its operations. By this action the first 2 per 
cent of the subscriptions of each of the members, payable in 
gold or United States dollars, became due within 60 days— 
by August 24. An additional 3 and 5 per cent of the capital 
subscriptions have been called, payable in local currencies 
of the members on or before November 25. The members 
also have been notified that the Bank intends to make 
two further calls of 5 per cent each, payable in their 
local currencies on or before February 25 and May 26, 1947, 
respectively. | 

Of the first 2 per cent of the members’ subscriptions, the 
Bank has received in gold and United States dollars nearly 
$144,000,000, and under the Articles of Agreement partial 
postponements have been authorized for seven countries 
which were. occupied by the enemy during the war. Also, 
pursuant to the Articles of Agreement, requests for postpone- 
ment of the balance of the first 2 per cent of subscriptions are 
under consideration in the case of two countries. 

The United States had paid in full the 3 per cent call and 
Chile and Costa Rica have paid in full the 3 per cent and 5 
per cent calls. 

As a result of the various payments, the Bank had at the 
time of the report capital resources of about $242,000,000. 
Except for approximately $3,000,000 represented by local 
currencies, this amount was composed entirely of gold or 
United States dollars. 

The Executive Directors have authorized the investment 
of the United States dollars received by the Bank in payment 














of the first 2 per cent of the subscriptions of the members in 
bills, notes and certificates of the United States Treasury 
having a maturity when purchased of not more than 12 
months. 

Under this authorization, we have already completed the in- 
vestment of $125,000,000 in such securities. Funds received 
in payment of the further calls will be represented by cur- 
rencies of the members, who are entitled to substitute non- 
interest bearing notes, payable on demand, for such funds 
to the extent that they are not needed by the Bank in its 
operations. 

I have been surprised in recent weeks to find that there are 
those who think it curious that the Bank has not already 
negotiated a number of loans. The fact is that, at the date of 
the annual report, letters requesting loans had been received 
from only two countries, and in neither case has the Bank yet 
received such properly documented applications as would 
make it possible for us to ‘act. Since then, a letter has been 
received from a third country which indicates that its rep- 
resentatives are prepared to begin discussions, and informal 
advices indicate that the same may be true of several other 
countries. It is impossible to know at the moment how rapidly 
the necessary information in these cases will be developed and 
how speedily the negotiations can be conducted. 

The Bank can, of course, supplement its capital by borrow- 
ing the additional funds necessary for its lending operations. I 
have spent a good deal of time in discussions of the problem 
of marketing the Bank’s securities. Commercial bankers, in- 
vestment bankers, representatives of insurance companies and 
savings banks, dealers in securities and officers of the Federal 
Reserve banking system have been consulted. I have also re- 
quested the Executive Director of the Bank representing 
Canada to take up with his Government the possibilities of 
marketing the Bank’s securities in Canada. As circumstances 
justify, we will study the marketing possibilities in other 
countries. 

In the United States, the laws of some of the states will 
have to be revised before insurance companies and savings 
banks can invest their funds in the Bank’s securities, and steps 
must be taken by the United States authorities and others to 
secure the necessary changes. These changes will, of course, 
take some time. Naturally, every effort will be made to co- 
ordinate our borrowing with our program as to loans, and I am 
confident that-any amount that may be required immediately 
can be promptly obtained. 

I have been asked what the form of the Bank’s securities 
will be and what interest we shall pay on them. It would be 
futile and misleading if I were to pretend that I knew the 
exact answers to these questions. But it does seem to me that, 
if the Bank acts prudently in its lending operations and the 
general economic conditions of the world continue to develop 
along the lines envisaged in the Bretton Woods Agreements, 
the Bank’s securities will be attractive enough to command 
a reasonable rate of interest. 

We have moved carefully in the recruitment of the Bank’s 
staff because it is essential that the officers and employes of 
the Bank have a high order of competence. If we should fail 
to select people who meet the highest standard of character 
and competence, we would most certainly find the Bank’s 
operations seriously hampered in the future. 

It has been our desire to recruit personnel as rapidly as was 
necessary for the proper functioning of the Bank, but not to 
build up a large staff before it was clear precisely what would 
be needed. We have, however, made arrangements which will 
permit us to call upon engineers and other technically quali- 
fied personnel on a consulting basis, should this prove neces- 
sary. This procedure also will be useful in the period before 
the permanent staff is fully completed. I feel that we are in a 
position to handle properly any formal loan applications which 
we will receive, and we will proceed with the permanent staff- 
ing of the Bank as circumstances require. 

Our desire to build soundly has led us to the conclusion 


that we should let our experience in operations determine the 
form and nature of our co-operation with other international 
organizations whose activities complement or affect those of 
the Bank. We have had representatives in attendance at meet- 
ings of the Food and Agriculture Organization and the Eco- 
nomic and Social Council and its subcommissions. We 
have been especially anxious to co-ordinate our activities 
with those of the Fund, and we are now establishing a 
joint standing committee of the Executive Directors of the 
two institutions to assure the maintenance of continuous 
contact. It is not possible yet to establish formal arrange- 
ments for co-operation with the Economic and Social Council. 
But we have every desire to give and receive co-operation 
and will develop practical working relationships wherever 
these prove advantageous either to the Bank or to the 
United Nations. 

We have included in the annual report financial statements 
based on an audit as of June 30 and additional financial state- 
ments as of August 31. Naturally, these cover little more than 
the first payments of subscriptions to the capital of the Bank 
and the operating expenses already incurred. We have, how- 
ever, established an accounting procedure within the Bank, 
and we engaged an outside auditing firm to make an audit 
of the Bank’s financial position as of June 30, the end of 
our fiscal year. 

We expect to be lending large sums of money. This will en- 
tail the borrowing of large amounts from private investors. 
The accuracy of the Bank’s accounts, therefore, must be be- 
yond question, and there must be confidence in our auditing 
procedures. We have set up a chart of the Bank’s accounts 
which we believe will be adequate to reflect fully the opera- 
tions in which we will engage, and periodic outside audits of 
our accounts will assure the closest scrutiny of our accounting 
procedures. 

I shall not review in any further detail the material included 
in the report submitted to you today. It is a report of the early 
stages in the life of an institution to which the people of the 
world look for help in reconstructing their devastated lands 
and in assisting them to engage in productive activities which 
will increase their standards of living. 

We in the Bank and in the Fund are working in organiza- 
tions whose purposes are to promote peace and prosperity 
through the machinery of monetary stabilization and through 
restoration of international credit on a large scale by the 
member nations. It is unnecessary to tell you that these in- 
stitutions do not operate in a vacuum. They are part of a 
plan for general international organization to improve the 
lot of humanity. Their activities are rooted in the fundamental 
relations between the nations of the world, great and small. 
Stability, to be achieved, must be desired and struggled for. 
We must realize that, after the great storm of war, a calm 
cannot be expected immediately. Still, if the fundamental de- 
sire of the nations is for peace and understanding, there is 
hope that the stability we desire may be attained. 

The Executive Directors of the Bank and I welcome this 
opportunity to meet with the Board of Governors and discuss 
the proper service which the Bank can render. I believe in its 
ability to serve the world, and I am sure that the Executive 
Directors and the staff have only one objective—to carry out 
the purposes which the founding nations had in mind when 
they created this International Bank for Reconstruction and 
Development. . 

I think the Bank is well begun and that the year ahead will 
be one of progress in the fulfillment of its mission. I cannot 
close without paying tribute to the men of the various nations 
who first conceived the idea of creating these two great world 
organizations—the Bank and the Fund—and proceeded to 
make their dream come true. Whether or not these institutions 
will fully attain the objectives of all their hopes and expecta- 
tions, the world certainly will be vastly better for the fact that 
such high ideals were crystallized into united action by the 
great group of nations which conceived them. 
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Communists Expand 
Propaganda in Tokyo 


Although Russia now is on record 
with its proposals for the United Na- 
tions military forces, those familiar 
with them say the Russian recom- 
mendations will not break the dead- 
lock over setting up the security force 
called for in the U.N. Charter. The 
Russians first want a restudy of the 
need for U.N. troops, then will try for 
prohibitive restrictions on their use. 


oo 98 


Japanese Communists are intensify- 
ing their propaganda program in 
Tokyo. A new magazine, under Com- 
munist sponsorship, has just appeared 
on newsstands. It extols the “Soviet 
culture” and way of life inside Russia. 


o 9o °O 


The Turks began rushing the de- 
velopment of new fortifications in the 
Bosporus and Dardanelles as soon as 
they received Russia’s latest note re- 
peating demands for concessions in 
the defense of the Straits. Thousands 
of Turkish soldiers are at work in the 
restricted defense areas, building gun 
emplacements and digging trenches. 


oo 9 


The policy the U. S. now is tollow- 
ing in China originally was outlined 
by the Joint Chiefs of Staff and later 
approved by the State Department. 
Reports in Washington that differ- 
ences have developed between Gen- 
eral of the Army George C. Marshall 
and some officials in the State De- 
partment over China policy are in- 
correct. Actually, no step or decision 
has been made in the Chinese situa- 
tion without the advance knowledge 
and approval of General Marshall. 


o 0 90 


Co-operation between the British 
and U. S. zones in Germany is being 
slowed down by the decision to put 
the four industrial offices in four dif- 
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Intercepts 


Turks Speed Work 


on Straits Defenses 


ferent localities. The German agen- 
cies were split up, with finance, food, 
transportation and the economic min- 
istries placed in different cities be- 
cause occupation authorities did not 
want to establish any one city as the 
new capital of Germany. But the split- 
up of the agencies is hamnering the 
combined U. S.-British administration. 


oo 9 


Russia has been asked by Washing- 
ton to settle up for wartime Lend- 
Lease. A new note to speed the settle- 
ment has gone to Moscow. Two pre- 
vious notes linked Lend-Lease settle- 
ment to an invitation to discuss a U. S. 
loan. The Russians ignored both. Now 
the Soviet Union has been asked to 
negotiate the Lend-Lease settlement 
separately, and the U. S. is asking for 
a reply by October 15. The note offers 
to waive compensation for military 
items, but it does ask Russia to list all 
such equipment that is still usable. 


oo 90 


Although officially the U. S. has an- 
nounced only that the third atomic- 
bomb test has been “indefinitely 
postponed,” the office of Vice Admiral 
W. H. P. Blandy, which was set up to 
conduct the experiments, is to be dis- 
continued at the end of this month 
and its duties reassigned. Atomic re- 
search and the development of new 
weapons, however, will play a big 
part in the Navy Department or- 
ganization. 


o oo 90 


The Russians are concerned genu- 
inely at the new coolness they are en- 
countering in Argentina. In the first 
seven months of this year, Russia 
purchased about $7,750,000 worth of 


Soviet Asks U.S. — 
To Close Consulate 


goods in the Argentine. Nevertheless, 
Soviet representatives are puzzled at 
Peron’s delay in naming an ambas- 
sador to Moscow, now that a Russian 
ambassador to Argentina has estab- 
lished residence in Buenos Aires. 


o 9o °9O 


U. S. Undersecretary of State Wil- — 
liam L. Clayton turned down the Lon- 
don Ambassadorship because he pre- 
fers his present assignment. When 
Clayton became Undersecretary, he 
told Secretary James F. Byrnes that 
he would stick to that job. His re- 
sponsibilities are going to get bigger. 
The U. S. regards the international 
aviation situation as so important that 
it is getting ready to create an Assist- 
ant Secretary of State for Air who 
will be responsible to Clayton’s office. 


oo 90 


Russia has asked the United States 
to close the American consulate at 
Vladivostok, the only establishment of 
the U. S. Government in the Soviet 
Union outside Moscow. The reason 
given is that the end of war makes the 
diplomatic station unnecessary. 


oo 90 


Mexico can be expected to apply to 
the U. S. for a $60,000,000 loan 
through the Export-Import Bank. The 
money is wanted to bolster industrial 
and commercial enterprises as part of 
a campaign to ward off the develop- 
ment of inflation in that country. 


oo 9 


Hungary has been called upou to — 
deliver 57 per cent of her hog produc- — 
tion this year to Russia as reparations. — 
The meat will be used to feed the Rus- 
sian people and occupation troops of | 
the Russian Army. As a result, the © 
average Hungarian can expect less | 
than a tenth of the lard and pork he | 
had before the war. 
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BUILDING A PUBLICATION 


NO. 9 OF A SERIES 


“VOLUNTARY SUBSCRIPTIONS” 


“Direct by mail to the Publisher”, a mysterious phrase to the layman, 
but understandable and all-important to the Advertiser. It describes 
one of the many methods by which subscriptions to a magazine are 
obtained. There are many methods—(who is not familiar with the 
boy putting himself through college!)—but the one method which 
the great majority of advertisers agree is the best, is the one described 
by the phrase— DIRECT BY MAIL TO THE PUBLISHER. It 
simply means that to selected lists of executives and professional peo- 
ple, a letter is sent describing the theme and content of a magazine, 
and saying that several issues will be sent to them on trial—without 
cost. After they have received these trial copies and read them, they 
carl subscribe by writing “direct to the Publisher”. It is easy to under- 
stand why this method is considered by far and above the best method 
—there is no forcing, no importunate canvasser, no “college boy” to 
work on the subscriber’s sympathy! 


This method of “circulation acquirement” means that there is a genuine 
demand for the publication on its merits. And this voluntary demand 
means to Advertisers that their advertisements appear alongside of 
news matter that is voluntarily subscribed for—and therefore is read 
with interest and intensity. This “low pressure’? approach used by 
WORLD REPORT has produced so great a volume of subscribers that 
as early as next November advertisers are assured of a new guarantee of 


100,000 circulation—just double the original guarantee given when 


WORLD REPORT made its initial bow in May. 


WORLD REPORT 


Daniel W. Ashley, Vice President in Charge of Advertising 
30 ROCKEFELLER PLAZA, NEW YORK 20, N. Y. 





WORLD REPORT-The No. 1 advertising medium to reach world-minded people 








BASIL RATHBONE 
STAR OF 
“DRESSED TO KILL” 
another of 
Universal's Sherlock Holmes Series. 
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